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FROM  THE  EDITOR 


starting  with  this  volume,  the  Indonesian  Quarterly  appears  with  a  new 
cover  and  is  ornamented  by  a  Timorese  dagger  to  show  the  richness  of  the 
Indonesian  traditional  weapon  systems  as  treasury  of  the  Indone- 
sian culture. 

To  achieve  the  stipulated  socio-economic  targets  of  the  Third  Pelita,  the 
Minister  for  Industry,  A.R.  Soehoed,  gives  his  overview  of  the  present  in- 
dustrial spectrum  and  proposes  an  organizational  and  structural  adaptation 
of  the  current  set-up  of  the  Ministry  of  Industry. 

The  entrepreneur,  says  Panglaykim  in  his  article,  plays  a  vital  and 
determining  role  in  national  economy.  It  is  the  entrepreneur  who  has  to  create 
growth  and  development  corporations,  which  are  factors  that  has  turned 
Japan  into  a  giant  economic  power  in  the  world. 

Does  today's  birthrate  contribute  to  development  or  does  it  act  as  an 
obstacle  to  it?  As  Hardin  states  "the  freedom  to  breed  is  intolerable  and 
overbreeding  should  bring  its  own  punishment".  Hadi  Soesastro  is  of  the  opi- 
nion as  he  indicates  in  his  article,  that  three  major  observations  need  to  be 
taken  into  account  by  analysts  and  policy  makers  alike  so  as  to  solve  this 
prevailing  international  problem.  He  also  suggests  that  we  consider  Hardin's 
theory:  "some  social  arrangement,  one  that  creates  coercion, 
preferably  mutual  coercion  be  mutually  agreed  upon"  as  a  step  to  overcome 
this  demographic  problem. 

Hasjim  Djalal  opens  up  to  us  new  horizons  on  Indonesia's  jurisdiction 
regarding  the  new  extents  of  her  coastal  state  sovereignty  and  inevitably,  the 
problems  (and  solutions)  that  run  hand  in  hand  with  the  matter;  in  view  of 
the  fact  that  Indonesia  has  not  yet  established  its  own  EEZ  (Exclusive 
Economic  Zone).  But  some  light  has  been  thrown  on  the  possibility  of 
cooperation  among  the  diverse  South  East  Asian  States  where  the  use  of 
waterways  and,  national  sovereign  rights  or  jurisdictions  are  concerned. 

An  interesting  project  to  develop  the  coastal  area  of  North  Sumatra, 
dividing  the  area  into  three  divisions  each  allocated  with  respective  economic 
activities,  has  been  draum  up  by  Darus,  Dean  of  the  Faculty  of  Economics, 
North  Sumatra  State  University.  Darus  stresses  that  village  development  is 


oriented  towards  the  development  of  man's  potentials  in  accordance  with 
development  planning,  thus  one  which  creates  an  expansion  of  job  oppor- 
tunities and,  one  from  which  the  people  may  benefit. 

Also  included  in  this  issue  is  a  comparative  study  of  the  OAS, 
OAU  and  ASEAN  by  Prof.  Murugesu  Pathmanathan  from  the 
University  of  Malaya,  where  he  discusses  the  Pacific  settlement  of 
disputes  in  regional  organizations. 


WORLD  FUTURE  STUDIES  CONFERENCE  (WFSC),  BERLIN,  SPRING  1979 

The  World  Future  Studies  federation  (WFSF)  in  cooperation  with  the  Association  for 
Future  Questions  (Berlin)  is  organizing  the  World  Future  Studies  Conference  (WFSC) 
from  8th  to  10th  May  1979  in  Berlin.  The  theme 

"Science,  Technology  and  the  Future" 

is  related  to  the  upcoming  United  Nations  Conference  on  "Science  and  Technology  for 
Development.  The  WFSC  is  transnational  and  open  to  active  and  passive  participants  of 
all  nations,  who  are  urged  to  give  their  own  points  of  view,  however,  unique  they  may  be. 

A  special  emphasis  will  be  given  to  a  large  participation  of  the  Third  World  countries. 
They  will  be  asked  to  present  their  needs  of  science  and  technology  required  to  reach 
human  living  conditions  in  the  future  within  their  special  natural  and  cultural  conditions. 
Their  information  should  stimulate  interchange  between  the  industrialized  and  Third 
World  countries  and  orient  the  search  for  result-bringing  forms  of  cooperation  and 
transfer  in  both  directions. 

The  aim  of  the  conference  is  to  recognize  and  to  elucidate  the  different  future  functions  of 
science  and  technology  in  the  developmental  concepts  of  the  industrialized  and  Third 
World  countries. 

The  participants  are  encouraged  to  make  suggestions  related  to  the  theme  and  the 
organization  before  the  final  program  of  the  conference  will  be  set  up. 

The  conference  will  include  a  literature  exposition  and  an  exhibition  on  "Appropriate 
Technology".  For  the  participants  of  the  Third  World  countries  the  German  Fondation 
for  Developing  Countries  (DSE)  will  organize  a  conference  previous  to  the  WFSC. 

A  detailed  Call  for  Papers  can  be  obtained  from: 

Gesellschafl  fi'ir  Zukunjlsfragen 
Giesebrechtstrasse  75 
D-IOOO  Berlin  12 
Tel.:  030-883  88  74 
Telex:  1-84  8n  ifz  d 


THE  CONCEPT  OF 
INDUSTRIALIZATION  IN  THE 
THIRD  FIVE  YEAR  PLAN  OF 
INDONESIA 

A.R.  SOEHOED 


In  his  State  Address  in  the  ParHamentary  Session  on  16th 
August  1978  (on  the  eve  of  the  Independence  Day)  the  President  of 
the  RepubHc  of  Indonesia  projected  for  the  Third  Five  Year 
Development  Plan  an  average  real  economic  growth  of  6.596  per 
annum,  to  which  is  conditionally  tied  an  annual  real  growth  of  at 
least  around  1 196  for  the  industrial  sector. 

These  aggregative  macro  growth  targets,  although  they  have 
reference  to  a  very  much  higher  base  than  was  the  case  with  the  Se- 
cond let  alone  the  First  Five  Year  Development  Plan  —  and  hence 
represent  a  much  larger  absolute  volume  of  increase  —  are  quite 
realistic  and  within  the  reasonable  limits  of  our  potential  if  we 
reflect  on  our  past  performance. 

Nonetheless,  these  figures  do  contain  many  problems  of  no 
mean  magnitude  if  we  are  to  reach  the  stipulated  targets  and  at  the 
same  time  attain  another  major  target  on  the  socio-economic  level 
determined  by  the  President  viz.  expansion  and  wider  spread  of 
job  opportunities,  and  an  emphasis  on  more  equitable  distribution 
of  the  gains  of  development. 

Thus  industrial  planning  and  development  in  the  Third  Five 
Year  Plan  will  very  much  be  guided  by  two  seemingly  conflicting 
objectives  viz.  a  larger  spread  of  progress  in  industrial  develop- 
ment while  sustaining  the  current  rate  of  growth. 

A  larger  spread  of  development  will  eventually  call  for  more 
and  smaller  size  operations  with  larger  inputs  in  manpower. 
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Oil  the  other  hand,  sustained  growth  at  the  current  latc,  con- 
sidering the  higher  reference  base,  will  eventually  call  for  bigger 
and  more  ellicient,  high-technology  operations,  obviously  less 
labour  intensive. 

Properly  planned  and  organized,  however,  these  two  objecdves 
should  not  necessarily  be  contradictive. 

But  it  will  first  of  all  call  for  an  organizational  and  structural 
adaptation  of  the  present  set-up  of  the  Ministry  of  Industi-y. 

SUMMARY  OF  CURRENT  ORGANIZATIONAL  SET-UP  OF 
MINISTRY  AND  PROPOSED  ADAPTATIONS 

The  current  set-up  is  primarily  based  on  a  sectoral  division  into 
four  Directorates-General: 

(1)  Directorate- General  of  Metal  and  Engineering  Industries, 

(2)  Directorate- General  of  Chemical  Industries, 

(3)  Directorate-General  of  Textile  Industries, 

(4)  Directorate-General  of  Miscellaneous  Industries  and 
Handicraft. 

This  is  indeed  quite  a  natural  and  adequate  set-up  in  view  of 
die  re(|uirenients  of  the  First  and  Second  Five  Year  Plans. 

However  in  this  sectoral  context  it  may  lead  to  the  neglect  of 
social  objectives  vis  a  vis  economical  ones,  which  apparently  has 
caused  the  neglect  of  the  small-scale  business  sector  in  the  past. 

The  planning,  assessment  and  development  of  larger  industries 
will  obviously  require  different  visions,  and  different  ways  and 
means  than  what  is  required  for  small-scale  operations. 

Having  both  types  of  industrial  operations  under  one  sectoral 
subdivision  of  the  Ministry  for  reason  that  they  belong  to  the  same 
classification  number  according  to  ISIC  (International  Standard  of 
Industrial  Classification)  will  lead  (under  Indonesian  conditions) 
to  situations  of  divided  attention,  consecjuently  neglect  of  either 
one  type  of  operation. 

Thus  under  the  new  administrative  set-up  to  be  established  and 
adapted  to  the  needs  of  the  Third  Five  Year  Plan,  the  Ministry  of 
Industry  will  have  lour  executive  Directorates-General:  two  cater- 
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ing  for  basic  industries,  one  for  allied  secondary  or  manufacturing 
industries,  and  one  for  small-scale  industries. 

A  fifth  Directorate- General  will  take  care  of  planning, 
programming  and  analysis,  and  preparation  of  industrial  policies. 

SUMMARY  OF  PRESENT  INDUSTRIAL  PATTERN 

On  the  positive  side,  a  brief  overview  of  the  current  industrial 
spectrum  after  one  decade  of  planning  will  reveal  that  some  im- 
pressive gains  have  indeed  been  made. 

In  terms  of  capital  inflow  in  the  manufacturing  sector  within 
the  jurisdiction  of  the  Ministry  of  Industry  some  794  foreign  joint 
ventures  and  2,984  national  domestic  operations  have  been  ap- 
proved, involving  new  investments  and  expansions  totalling  an 
aggregate  equivalent  amount  of  roughly  US  $  14.11  billion. 

Besides,  it  may  be  mentioned  in  passing,  that  oil  and  gas  in- 
dustry took,  care  of  a  capital  inflow  of  around  US  $  6.4  billion  as  of 
the  middle  of  this  year. 

In  terms  of  new  production  capacity  some  highlights  may  be  of 
interest. 

Textile  production  capacity  has  quadrupled,  (and  at  the 
downstream)  and  Indonesia  is  now  selfsupporting.  Spinning 
capacity  meets  about  7096  of  the  needs,  while  synthetic  fibre 
production  is  just  above  current  demand  levels.  Cement  produc- 
tion capacity  has  increased  tenfold,  from  some  600.000  tons  to 
around  6.000.000  tons,  and  will  rise  further  soon.  Urea  fertilizer, 
will  increase  from  400.000  tons  to  2.000.000  tons  by  the  end  of  this 
year. 

Trial  production  of  sponge  iron  was  successfully  completed 
about  one  month  ago. 

The  consumer  goods  industries  have  expanded  considerably, 
both  in  the  production  of  durables  and  non-durables,  and  in  terms 
of  volume  as  well  as  product  range  and  quality.  Sheet  glass,  elec- 
tric wires  and  cables,  pipes  and  other  essential  building  materials 
are  now  produced  domestically,  with  an  exportable  surplus. 

On  the  negative  side  of  the  picture,  however,  one  will  note 
some  lags,  some  distortions,  inter  as  well  as  intra-sectoral  im- 
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balances,  some  of  them  quite  serious,  to  which  consequently  nnajor 
attention  must  be  paid  in  the  programming  of  the  Third  Five  Year 
Plan. 

The  synthetic  fibre  production  capacity  mentioned  above,  for 
example,  hides  the  serious  fact  that  the  intermediate  industrial 
material  needed  for  input  must  still  be  procured  from  the  parent 
companies  in  Japan  at,  what  I  must  say,  rather  stiff  prices  even 
when  taking  into  account  the  dollar  slide,  whereas  in  fact  the  raw 
material  may  be  had  in  Indonesia,  or  even  elsewhere,  in  abun- 
dance. Thus  the  investment  made  in  this  industry,  is  in  effect,  not 
sulFiciently  upstream,  and  only  reflect  as  so  many  other  in- 
vestments a  strong  marketing  aspect. 

In  the  consumer  goods  industries,  particularly  in  durables  or 
semidurables,  the  degree  of  local  content  is  often  of  little 
significance. 

And  most  seriously,  major  sections  of  the  small-scale  industry 
sector  has  somewhat  been  neglected  relatively  speaking;  there  are 
sections  also  which  may  have  been  adversely  affected  by  medium 
and  large-scale  operations,  thus  impairing  the  growth  of  these 
small-scale  industries. 

In  terms  of  jobs,  the  new  operations  initiated  during  the 
decade  as  mentioned  above  have  supplied  employment  to  roughly 
one  and  a  half  million  jobseekers  (a  high  estimate).  But  this  is  by 
far  not  enough  to  solve  the  country's  pressing  unemployment 
problem  yet. 

One  preliminary  study  even  reveals  some  disturbing  thought 
with  reference  to  the  small-scale  industry  and  cottage  industry  sec- 
tors. It  has  been  estimated  that  while  during  the  Second  Plan  im- 
plementation the  number  of  one-man  businesses  without  paid 
employees  has  increased  by  424.000  units,  yet  the  number  of  small- 
time entrepreneurs  operating  with  paid  employees  has  declined  by 
about  50.000  units.  (Unpublished  study  by  Bappenas  based  on 
Central  Bureau  of  Statistics  Census  figures).  Meanwhile  the  cor- 
porate urban  based  industries  established  during  the  same  period 
did  not  create  the  expected  rate  of  employment,  whether  direct  or 
derived.  This  refiects  also  an  imbalance  between  supporting  in- 
dustries vis  a  vis  the  larger  industries. 
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While  recognizing  these  deficiencies,  the  government  does  also 
realize  that  not  much  more  can  be  expected  from  the  industrial 
sector,  which  is  virtually  still  at  the  infant  stage  of  its  development, 
despite  the  outwardly  impressive  achievements. 

FURTHER  RATIONALIZATION  AND  MORE  EQUITABLE 
DISTRIBUTION:  THE  PILLAR  OF  PLAN  III 

Besides  priming  further  macro  growth,  the  current  structure 
strongly  calls  for  better  synchronization  in  a  horizontal  and  vertical 
sense.  We  must  come  as  near  as  possible  to  an  optimal  utilization 
and  development  of  existing  socio-economic  potentials.  In  the  past 
decade  we  had  some  shortcomings  in  this  aspect,  due  partly  to 
departmental  administrative  limitations  and  partly  to  the  low  level 
of  inter-relationship  and  interaction  among  the  regions; 
limitations  which  should  now  be  remedied  with  the  new  ad- 
ministrative set-up  mendoned  above,  and  the  improved  com- 
munication and  transport  system  in  the  country. 

The  coming  stage  of  development  will  also  be  characterized  by 
a  more  intensive  search  for  new  employment  opportunities, 
among  others  in  agro-industries  and  in  small-scale  and  medium- 
scale  manufacturing  operations. 

It  is  with  this  objective  in  mind  that  labour  intensive  processes 
in  industry  will  be  more  favoured  and  the  establishment  of  small 
and  medium-scale  supporting  and  supplying  industrial  units  will 
be  encouraged. 

This  principle  will,  however,  not  be  applied  in  a  rigid  manner, 
in  particular  in  cases  where  high-precision  and  sustained  quality 
standards  are  required  by  industrial  markets  and  international 
markets. 

It  all  boils  down  to  a  rationalization  and  harmonization  of  the 
present  pattern  of  industrial  capacities  as  well  as  of  the  strategy  for 
further  growth. 

Inter-sectoral  imbalances  have  to  be  rectified,  which  means 
that  further  development  in  certain  sectors  of  consumer  products 
should  be  curbed  for  the  dme  being,  others  again  encouraged  by 
special  incentives. 
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Likewise  the  concept  of  regional  centres  for  growth  will  be 
developed  to  an  effective  realization,  not  only  to  attain  a  much 
wider  industrial  spread  but  also  to  promote  spontaneous  as  well  as 
government  assisted  transmigration.  Location  of  industries  to  new 
areas  outside  the  island  of  Java,  areas  which  are  now  in  a  more 
favourable  condition  to  absorb  more  industrial  establishments, 
will  be  facilitated.  Areas  like  the  provinces  of  North-and  South- 
Sumatra  and  South-Sulawesi  as  well,  by  virtue  of  mining, 
agricultural  and  industrial  developments  can  now  provide  the 
right  socio-economic  environment  for  expanded  industrial 
development. 

Despite  the  emphasis  on  more  equitable  distribution  of  income 
and  the  spread  of  labour  intensive  industries  the  trends  achieved  in 
the  past  will  serve  as  a  basis  for  further  growth  of  midstream  and 
upstream  sectors. 

The  domestic  need  for  tools,  light  equipment  and  machine 
parts  has  opened  up  new  markets.  Agriculture  is  now  in  need  of 
more  and  more  mechanical  equipment  to  keep  pace  with  im- 
proved methods  of  cultivation.  The  industrial  infrastructure  con- 
sisting of  major  and  minor  engineering  units,  which  is  now  taking 
shape  will  provide  the  basis  of  more  advance  production  of  much 
needed  capital  goods  like  automotive  equipment,  inter-island 
vessels,  machine  tools  and  some  processing  equipment. 

After  a  series  of  setbacks,  an  integrated  steel-complex  now  tak- 
ing shape  in  the  western  part  of  Java  will  continue  to  be  developed 
and  expanded  into  other  ancillary  industries. 

In  terms  of  development  financing  the  government  is  facing 
some  constraints,  for  the  very  reason  that  it  will  disburse  much 
larger  amounts  to  assist  the  development  of  rural  industries. 
Hence  to  an  even  greater  extend  than  in  the  previous  Five  Year 
Plan,  much  of  the  investments  required  for  industrial  develop- 
ment will  be  left  to  private  initiative,  the  government  playing  the 
role  of  prime-mover  through  rendering  the  necessary'  incentives 
and  developing  part  of  the  industrial  infrastructure  to  create 
growth  centres  such  as  in  Asahan  (North  Sumatra)  and  Cilegon 
(West  Java). 

In  both  the  areas  of  industrial  rationalization  and  industrial  ex- 
pansion the  participation  of  foreign  interests  and  expertise  is  still 
welcome. 
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The  government  will  also  favour  licensing  arrangements  as  part 
of  the  policy  to  promote  higher  added  values  of  domestic  in- 
dustrial operations. 

Summarizing,  we  must  indeed  stress  on  small  scale  operators 
and  rural  industries  as  one  of  the  major  socio-economic  objectives 
of  equitable  distribudon  of  employment  opportunides.  However, 
these  small-scale  units  should  udlize  the  leverage  provided  by  the 
major  industrial  establishments  at  its  maximum. 


JAPAN'S  PRIVATE  BUSINESS  PARTICIPATION  IN 
INDONESIA'S  ECONOMIC  DEVELOPMENT 

The  larger  investment  made  by  Japanese  business  in  Indo- 
nesia, estimated  to  total  US  $  2.6  billion  by  the  end  of  1976  and 
certainly  well  over  US  $  5.5  billion  at  the  beginning  of  this  year 
taking  the  overall  loan-equity  package  in  all  business  sectors,  make 
it  imperative  for  the  very  sake  of  Japanese  interests  to  have  a  stable 
and  viable  economy  operating  in  Indonesia.  Although  the  two 
aspects  are  interdependent,  I  would  not  hesitate  to  place  the  need 
for  viability  of  the  Indonesian  economy  in  the  first  place. 

For  longlasting  and  producdve  friendship  between  our  two 
countries,  the  expression  in  the  field  of  business  and  economic 
relationship  must  be  equality  of  opportunity  and  equality  of  gain. 
And  the  best  partner  you  can  have  is  a  viable  Indonesian  economy. 

I  have  described  above  about  the  need  for  extensive  restruc- 
turing in  our  economic  and  planning  as  well  as  administrative 
systems  to  implement  the  Third  Plan.  Some  redirection  of  the 
Japanese  economy  —  particularly  Japanese  industry  and  external 
trade  —  is  essential,  not  only  to  enable  but  particularly  to  cope  with 
the  needed  industrial  growth  that  is  an  essential  part  of  the  viability 
referred  to  above. 

I  for  one  do  not  sympathize  with  the  so  frequently  made 
description  of  what  is  called  "Japan  Incorporated".  I  think  it  is  a 
misnomer,  and  in  fact  it  does  not  reflect  the  deepseated  soul  of  the 
majority  of  the  business  community  in  this  country.  Nor  is  it  fair  to 
make  unfriendly  references  to  the  dynamism  of  the  Japanese  homo 
economicus  after  the  miraculous  progress  achieved  by  this  country 
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during  the  last  two-and-a-half  decades,  a  rate  of  progress  which  I 
think  surpasses  even  the  Meiji  Period. 

However  since  this  conference  is  non-governmental  I  shall  be 
quite  bland  in  my  statement.  If  we  had  to  select  just  one  basic  con- 
dition in  order  to  realize  a  viable  relationship  between  Japan  and 
Indonesia,  it  is  that  (both  countries)  —  cannot  in  the  long  run  af- 
ford to  keep  the  Indonesian  economy  as  an  appendix  of  the 
Japanese  economy.  This  calls  for  changing  attitudes,  for  a  review  of 
investment  policies  and  practices  on  the  part  of  Japanese  business 
in  Indonesia,  but  on  the  other  hand  also  a  review  of  policies  and 
procedural  rigmarole  in  handling  investment  applications  on  the 
part  of  the  Indonesian  Administration  as  well. 

It  cannot  be  denied  that  Japanese  investment  in  joint  ventures 
have  in  the  past  decade  helped  to  increase  productive  capacity,  but 
employment  has  not  increased  accordingly  or  as  much  as  we  had 
hoped  for. 

The  majority  of  Japanese  investments  are  either  to  promote 
marketing  or  on  the  backward  linkage  to  secure  raw  materials 
rather  than  iritermediate  materials  or  production  components. 
Another  observation  made  is  that  Japanese  joint- ventures  in  Indo- 
nesia almost  without  exception  are  equipped  with  machinery  and 
tools  from  Japan,  often  procured  at  inflated  prices  (even  before  the 
dollar  slump),  to  the  detriment  of  the  Indonesian  partner  and 
economy.  Considering  that  the  Indonesian  government  usually  has 
been  quite  ready  to  protect  newly  established  ventures  against 
finished  imports,  the  Japanese  party  (which  generally  represents  a 
cooperation  between  the  manufacturer,  the  trading  house  and  the 
banking  house)  consequently  gains  a  large  margin  of  advantage  vis 
a  vis  the  local  partner  over  at  least  the  first  two  stages  in  the  life  of 
the  joint  venture:  first,  with  the  delivery  of  the  machinery;  and  se- 
cond, the  resultant  higher  capital  cost  depreciates  at  a  higher  level 
thus  reducing  the  registered  net  profit. 

The  local  partner  may  be  quite  aware  of  competitive  prices 
from  other  sources,  but  the  loan-equity  arrangements  usually 
precludes  him  from  asserting  his  say.  The  loans  may  in  fact  be  of- 
ficially extended  at  commercial  but  favourable  rates  of  interest,  but 
any  such  advantage  is  discounted  by  inflated  prices  of  the  imported 
fixed  assets. 
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Another  observation  is  that  Japanese  joint-ventures  normally 
import  their  industrial  raw  materials  from  Japan,  again  at  prices 
advantageous  to  the  Japanese  partner. 

Thus  joint  ventures  become  practically  dependent  on  Japanese 
sources  so  much,  so  that  as  far  as  these  joint-ventures  are  con- 
cerned one  can  look  at  the  parent  company  as  "metropolitan", 
and  at  the  joint-venture  itself  as  a  subsidiary  company. 

These  are  observations,  and  they  should  not  be  regarded  as 
points  of  debate  in  bargaining  sessions,  for  v^hether  recognized  or 
not  they  are  undeniable  facts.  And  frankly  speaking,  I  make  these 
observations  without  any  rancour  indeed,  for  I  accept  them  as  facts 
of  life  during  the  first  two  development  plans  ever  really  im- 
plemented by  Indonesia,  and  we  were  quite  naturally  bent  on  get- 
ting in  as  many  investments  as  fast  as  possible,  sometimes  rather 
indiscriminately. 

But  the  time  is  now  opportune  to  make  an  extensive  review  for 
our  two  countries  on  various  problems,  amongst  which  economic 
and  particularly  industrial  cooperation  must  rank  very  high  on  the 
priority  spectrum.  And  no  matter  how  the  review,  it  can  only  have 
one  direction  for  the  sake  of  longlasting  friendship,  and  that  is 
towards  a  partnership  between  viable  economic  equals. 

The  time  indeed  is  opportune  for  two  reasons:  first,  because 
Indonesia  is  on  the  eve  of  the  Third  Plan  implementation,  which 
stipulates  a  major  transition  for  the  industrial  sector;  second,  the 
Peace  Agreement  with  China  opens  up  new  horizons  and  new 
markets  for  capital  and  consumer  goods  as  well  as  production 
materials  for  Japanese  industry,  which  certainly  will  open  up  new 
ground  for  new  joint-ventures,  and  calling  for  review  of  existing 
arrangements. 

Some  of  the  investment  policy  changes  may  necessitate  also  a 
review  on  some  Japanese  government  regulations,  among  others 
pertaining  to  loan-equity  arrangements  and  machinery  and  equip- 
ment investments,  importation  of  intermediate  goods  into  Japan 
etc. 

Sectors  for  foreign  investments  with  favourable  rates  of  return 
would  be  basic  and  intermediate  industries,  large  agricultural  sup- 
porting industries,  export  industries,  and  industries  requiring 
more  advanced  processes. 
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THE  ENTREPRENEUR  AND  THE 
GROWTH  AND  DEVELOPMENT 
CORPORATION  AS  GROWTH 
FACTORS 

J.  PANGLAYKIM 


No  economy  or  business  can  develop  or  grow  without  the  help 
of  the  entrepreneur  because  he  can  translate  a  national  economic 
target  into  an  operational  mechanism  and  ensure  the  development 
and  continuity  of  a  nation.  The  entrepreneur  is  therefore  not  only 
a  vital  but  also  a  determining  factor  in  a  national  economy.  He 
creates  a  sphere  of  creditability  vis-a-vis  the  international  world 
and  in  so  doing  extends  his  country's  economic  influence  beyond 
geographical  boundaries. 

As  we  all  know,  in  Japan's  national  economy  the  entre- 
preneurial units  have  taken  on  the  form  of  general  trading  firms 
known  as  Sogo  Shosha  where  the  five  sides  of  power  —  capital, 
management,  technology,  network  and  government  —  have  been 
successfully  mobilized  and  combined.  Japan's  success  in  the  inter- 
national world  is  therefore  to  be  attributed  to  the  role  of  the  entre- 
preneur in  this  five-sided  power  structure*  These  entrepreneurial 
units  have  now  become  economic  giants  and  are  the  pillars  which 
support  Japan  as  a  giant  economic  power. 


VARIOUS  APPROACHES  TO  THE  STUDY  OF  THE 
ENTREPRENEUR 

The  approaches  to  the  study  of  the  entrepreneur  which  has  at- 
tracted writers  from  many  disciplines  are  many  and  varied.  Each 
writer  makes  his  approach  from  the  angle  of  importance  of  his 
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own  discipline.  An  economist  views  it  from  the  angle  of  demand 
that  reflects  economic  incentives  arising  from  a  market  environ- 
ment. A  psychologist  sees  it  from  the  angle  of  motivation  that 
rcllccts  an  inner  drive  towards  the  successful  accomplishment  of  a 
task.  A  sociologist  who  regards  economic  incentive  as  only  one  of 
the  determinants  views  it  from  the  angle  of  an  all-encompassing 
social  system,  taking  into  account  such  factors  as  hierarchy,  status 
and  other  life  values  which  determine  the  area  of  movement  of  the 
entrepreneur. 

'Our  intention  is  to  bring  before  the  public  the  various  views  of 
writers  and  theorists  on  the  entrepreneur  in  a  selective  manner.  We 
have  to  do  so  because  we  do  not  possess  enough  literature  to  be 
comprehensive  while  the  periodicals  at  our  disposal  are  also 
limited.  So  we  hope  that  this  paper  could  eventually  be  revised 
with  additional  data,  analysis,  information  and  corrections. 

Schumpeter' 

According  to  Schumpeter,  entrepreneurs  ".  .  .  are  driven  by  will 
for  power  but  they  are  slightly  ahead  of  their  time,  that  they  get 
things  done  through  sheer  energy  and  will  power,  that  they  do  not 
worn'  about  social  constraints  and  that  they  are  present  in  all 
ethnic  groups."  This  writer  is  also  one  of  the  first  to  state  that  the 
entrepreneur  is  a  human  agent  around  whom  an  economy 
develops  and  whose  emphasis  is  on  innovation  and  the  taking  of 
calculated  risks.  It  would  be  well  to  mention  here  also  that 
Schumpeter  not  only  stresses  innovation  in  a  technological  manner 
but  also  takes  into  account  all  other  aspects.  He  lays  stress  on  the 
fact  that  in  innovation  there  is  a  way  in  which  things  could  be  done 
successfully.^  We  think  that  in  this  connection  it  is  proper  for  us  to 
cite  Schumpeter's  own  words^  as  follows: 


1  Tiikcn  liom  ilic  Ijook  cmitlcci:  The  Effective  Entrepreneur,  Charles  Swayne  and  William 
Iiukcr,  Ciciirial  Ixariiiiig  Press,  1973 

1  Sec  artic  le  l)v  |.  Panglaykim/1.  VAmvr,  cwmM  :  Entrepreneurship  and  Comviercial  Riiks.  The 
<:a\e  nj a  Schumpeterian  Business  m  Indonesia,  Institule  of  Business  Studies,  College  of  Gra- 
(liiaic  SiiidieN  NaiivaiiK  University.  Occasional  Papers  No.  2,  1970 

'i  |.A.  Scliiini|)(  t<  r.  Capitalism.  Socialism  and  Democracy,  page  73,  Allen  and  Unwin,  London, 
I'll,! 
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"Whenever  the  bourgeois  way  of  life  asserts  itself  sufficiently  to  dim  the  beacons  of 
other  social  worlds,  these  promises  {of  wealth)  are  strong  enough  to  attract  the  large 
majority  of  supernormal  brains  and  to  identify  success  with  business  success.  They  are 
not  preferred  at  random;  yet  there  is  a  sufficiently  enticing  mixture  of  chance:  the 
game  is  not  like  roulette,  it  is  more  like  poker.  They  are  addressed  to  ability,  energy 
and  supernormal  capacity  for  work;  but  if  there  were  a  way  of  measuring  either  that 
abilitv  in  general  or  the  personal  achievement  that  goes  into  any  particular  success,  the 
premium  actually  paid  out  would  probably  not  be  found  propordonal  either." 

Hagen* 

According  to  Hagen,  entrepreneurial  personality  needs  several, 
generations  to  develop.  He  believes  that  it  will  have  to  pass  several 
stages  of  development,  namely: 

a.  Traditionally  authoritarian  child  rearing  stage. 

This  stage  produces  a  generation  of  children  who  may  be 
classified  generally  as  non-innovational. 

b.  Status  withdrawal  stage. 

Status  withdrawal  may  be  caused  by  changes  imposed  upon  the 
child  in  the  family  environment,  such  as  loss  of  respect  on  the 
part  of  socially  valued  symbols,  anachronistic  status  symbols, 
or  rejection  of  expected  status.  If  this  happens,  a  change  will 
take  place.  Status  withdrawal  may  arouse  anger  and  anxiety 
which  on  the  other  hand  may  also  cause  a  suppression  of 
values. 

c.  Overprotection  stage. 

In  a  family  circle  tensions  may  arise  as  a  result  of  over- 
protection  for  the  child  in  relation  to  tensions  caused  by  a  re- 
jection of  values. 

d.  Transition. 

A  tense  situation  may  arise  at  a  time  when  values  are  in  the 
process  of  transition  and  may  therefore  bring  about  a  situation 
which,  as  Hagen  puts  it,  creates  "...  a  high  need  for  order, 
economy  and  achievement."  Social  blockage  may  produce  an 
entrepreneur,  ".  .  .  one  who  is  a  creative  problem  solver,  who 
has  a  high  need  for  achievement  and  who  has  an  air  of  order 
and  autonomy." 

Hagen  probably  refers  to  a  period  or  situation  when  society, 
for  instance,  looks  down  on,  or  belittles  the  entrepreneur  and  ac- 


4    E.E.  Hagen,  On  the  Theory  of  Social  Change,  Homewood,  Illinois,  Dorsey  Press,  1962 
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cords  the  highest  place  to  the  feudalist.  In  a  family  there  may  arise 
a  generation  who  is  not  receptive  to  such  a  situation,  thereby  giv- 
ing rise  to  the  presence  of  the  entrepreneur  who  begins  as  a  small 
businessman  and  ends  up  as  a  big  one.  From  a  society  that  does 
not  at  first  accept  him  he  rises  to  such  a  powerful  position  in 
business  that  he  is  finally  accepted  as  a  leader  of  economic 
development,  as  evidenced  by  the  history  of  industrial  develop- 
ment in  industrial  countries,  such  as  Great  Britain,  USA,  Japan, 
etc. 

McClelland' 

McClelland  lays  stress  on  the  influence  of  the  parents  of  entre- 
preneurs. Parents  who  continuously  hope  for,  or  demand,  a  high 
performance  from  their  children  but  who  do  not  interfere  yet  share 
emotionally  in  the  achievements  of  their  children  can  produce  en- 
trepreneurs. The  need  for  achievement  is  regarded 'by  McClelland 
as  a  major  force  and  formulated  by  him  as  ".  .  .  the  desire  to  do 
well,  not  so  much  for  the  sake  of  social  recognition  or  prestige,  but 
for  the  sake  of  an  inner  feeling  of  personal  accomplishment." 

In  an  article  in  the  March/April  1976  issue  of  Harvard  Business 
Review,  entitled:  "Power  is  the  Great  Motivator",  written  jointly  by 
McClelland  and  David  H.  Burukom,  it  appears  that  they  place 
great  importance  to  power  as  a  motivation  of  the  entrepreneur. 
Power  as  a  factor  that  can  influence  the  behaviour  of  other 
managers  may  be  able  to  work  for  the  good  of  the  organization. 
Apart  from  the  need  for  discipline,  they  say  ".  .  .  on  its  own  power 
can  lead  to  authoritarianism,  need  to  be  tempered  by  maturity  and 
high  degree  of  self  control."  They  furthermore  believe  that  motive 
power  should  not  be  oriented  towards  the  attainment  of  personal 
aggrandizement  but  rather  towards  the  institution  which  the  entre- 
preneur serves'.  As  for  the  entrepreneur,  motive  achievement  is 
closely  related  to  a  strong  desire  for  freedom  or  for  lack  of  restric- 
ting forces.  The  entrepreneur  exists  because  there  is  a  freedom  of 
movement  and  opportunides. 


.')    David  C.  McClelland,  The  Achieving  Society,  Princeton,  D.  van  Nonstrand,  1961 
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Trait  Theory 

According  to  the  trait  theory,  the  entrepreneur  must  possess 
traits  as  formulated  below: 

1.  General. 

In  general  the  entrepreneur  is  a  manager  who  is  strong  and  ac- 
tive in  his  business  or  industrial  movements.  He  is  a  good 
planner  but  this  does  not  mean  that  he  should  be  able  to  write 
well  and  in  a  specific  manner.  He  can  choose  the  right  assistants 
and  activate  as  well  as  motivate  them  to  work  and  succeed.  His 
style  is  normally  by  nature  autocratic.  He  stresses  the  aspect  of 
producing  results.  His  unique  trait  is  that  he  can  combine 
motivation  ability  and  production.  In  his  discussions  within 
the  organization  or  outside  it  he  should  be  very  assertive. 

2.  Traits  that  are  more  specific.^ 

a.  Intelligence:  The  entrepreneur  must  be  intelligent  so  that 
he  can  become  an  effective  entrepreneur. 

b.  Positive  attitude  and  self-confidence. 

c.  Goal  oriented :  It  is  not  how  to  do  things  right  but  how  to 
find  the  right  things  to  do. 

d.  Action  oriented:  The  entrepreneur  is  one  who  can  make 
things  happen. 

e.  Risk-taking  attitude:  Never  safe  to  look  into  the  future 
with  eyes  of  fear. 

f.  Thick-skinned:  The  entrepreneur  must  be  able  to  stand  up 
under  the  pressure  and  loneliness  of  the  position.  He  must 
also  be  able  to  extricate  himself  out  of  a  difficulty  and 
regard  it  as  a  challenge  whenever  he  is  working  under 
pressure. 

g.  Selective  curiosity:  "...  tendency  to  probe,  study  and  com- 
pare, to  reserve,  and  to  inquire  into  every  phase  of  a  given 
activity,  is  the  one  essential  quality  that  separates  the  man 
from  the  dreamer  in  the  quest  for  success,  achievement  and 
great  wealth."' 

h.  He  must  be  able  to  compete  in  any  given  situation  and  be 
sufilciently  aggressive. 

i.  He  must  be  creative. 


6  Charles  Swaync  &  William  Tucker,  The  Effective  Entrepreneur,  General  Learning  Press, 
1973 

7  Taken  I'roin  Charles  Swayne's  The  Effective  Entrepreneur 
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McGregor' 

According  to  McGregor,  the  present  industrial  and  business 
structure  in  industrial  countries  has  moved  fronn  an  authoritarian 
style  of"  management  structure  to  what  he  defines  as  a  participating 
management  structure.  This,  he  says,  can  bring  about  a  more  ef- 
ficient organization  and  provide  incentive  to  the  entrepreneur's 
assistants  to  develop  in  a  more  humane  atmosphere. 

McGregor  compares  the  old  authoritarian  style  of  manage- 
ment, let  us  say  X,  with  a  new  style  of  management  that  is  more 
dynamic,  modern  and  innovative.  According  to  him,  theory  X  is 
based  on  three  assumptions,  namely: 

1.  Men  generally  dislike  work  and  will  try,  if  possible,  to  evade  it. 

2.  So  men  must  be  forced  to  work  —  pushed,  controlled,  guided 
and  frightened  by  measures  —  to  enable  them  to  generate  ac- 
tivities directed  towards  the  accomplishment  of  their  tasks. 

3.  Men  prefer  to  be  guided;  they  try  to  dodge  responsibility  and 
arc  relatively  unambitious.  Hence,  what  they  strive  after  is  only 
security. 

This  is  contested  by  theory  Y  as  follows: 

1.  Experience  has  taught  us  that  men  do  not  dislike  work;  they 
normally  have  the  habit  of  wanting  to  work.  Moreover,  work 
provides  men  with  a  source  of  satisfaction  or  frustration 
depending  upon  the  condition  or  situation  prevailing  at  the 
time. 

2.  Resorting  to  pressures  is  not  the  only  way  to  force  managers  to 
work  towards  the  attainment  of  the  objectives  of  the  or- 

■  ganization;  they  have  their  own  self-control  and  self-direction. 

3.  Commitments  to  achieve  the  goals  are  performances  which 
come  from  the  rewards  that  are  related  to  their  achievements  — 
ego  satisfaction  and  self-actualizing  need. 

4.  Men  study  under  proper  conditions  with  a  view  to  accepting 
responsibility  as  well  as  seeking  it. 

5.  The  capacity  to  imagine,  to  look  for  an  expedient,  and  to 
create  whenever  there  is  an  organizational  problem  to  be  solv- 
ed is  not  something  that  is  limited  in  extent  but  is  on  the  other 
hand  possessed  by  many  in  a  society  that  is  already  ad- 


Douglas  McGregor,  The  Human  Side  nj  Enlerpme,  New  York,  McGrawliill,  I960 
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vanccd.  Those  who  dare  to  take  responsibility  are  those  who 
have  ideals  and  ambitions. 
6.    Society  and  organization  do  not  seem  to  benefit  from  the 
human  intellectual  potential  present  in  modern  industry  and 
modern  society. 

Theories  X  and  Y  have  each  their  own  truth  because  not  all 
men  are  lazy  and  dislike  work.  Those  who  are  talented  are  pushed 
up  by  ambition  and  motivation;  they  do  not  therefore  shirk 
responsibility. 

Maccoby ' 

Maccoby  is  a  psychologist  who  also  studies.  He  says  that  in  the 
case  of  the  entrepreneur  the  tendency  now  is  that  his  work 
"develops  his  head  but  not  his  heart."  This  is  an  interesdng 
generalization  because  the  pressures  of  life  in  an  industrial  society 
are  so  heavy  that  the  entrepreneur  is  bound  to  be  so  occupied  in 
his  work  that  he  forgets  that  there  are  in  this  world  many  other  in- 
teresting things.  Maccoby  mentions  the  following  four  types  of  en- 
trepreneur, one  of  whom  has  the  character  traits  of  the  modern 
corporate  leader: 

a.  The  Craftsman 

This  type  of  entrepreneur  holds  on  to  traditional  values 
characterized  by  productive  hoarding.  He  also  upholds  the 
work  ethic,  has  respect  for  others  and  takes  into  account  quali- 
ty and  thrift.  He  likes  to  build  and  create.  In  his  work  he  pays 
attention  to  one  part  of  the  organization  only.  His  aim  is  to 
strive  after  near  perfection,  at  least.  So  in  reality  he  is  unable, 
or  not  able  enough,  to  manage  a  big  and  complex  or- 
ganization and  to  adapt  himself  to  rapid  changes.  He  is  more 
oriented  towards  the  aspect  of  producdon.  Many  entre- 
preneurs pay  more  attention  to  the  aspect  of  production  and 
creation  and  forget  all  the  other  aspects. 

b.  The  Jungle  Fighter 

The  objective  of  this  type  of  entrepreneur  is  power.  He  is  ex- 
perienced in  life.  His  work  is  like  a  forest  (not  a  game)  where  he 


!)    The  Gamesmen,  The  New  Corporate  Leaden,  Michai-I  Maccoby,  New  York,  Simon  & 
Schiisicr,  lf)7f) 
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must  either  survive  or  succumb.  He  believes  in  the  conqueror 
and  the  powerful  holding  control  .over  the  conquered.  There 
arc  two  sub- types  of  entrepreneur  in  this  group:  the  fox  and 
the  lion.  The  lion  sub-type  of  entrepreneur  is  the  conqueror.  If 
he  succeeds,  he  builds  up  an  empire.  The  fox  sub-type  of  entre- 
preneur, on  the  other  hand,  is  more  concerned  with  his  posi- 
tion in  the  organizational  hierarchy  which  he  obtains  through 
stealth  and  politicking  and  probably  also  through  the  policy  of 
'divide  and  rule'. 

The  Company  Man 

This  type  of  entrepreneur  is  an  organization  man,  one  who 
identifies  himself  with  an  organization  and  has  authority  and 
power.  He  pays  more  attention  to  the  manpower  resource  and 
has  a  feeling  for  the  rank,  and  file  and  their  surroundings.  He  is 
committed  to  the  integrity  of  the  organization.  The  weak  com- 
pany man  has  probably  the  character  of  the  fearful  and  the 
submissive.  He  pays  more  attention  to  security  rather  than 
success.  The  creative  company  man  is  cooperative  and  gives 
stimulation  and  mutuality.  The  not  so  creative  company  man  is 
more  of  the  follower  type  of  entrepreneur  who  enjoys  being  a 
member  of  a  large  and  prestigious  organization. 

The  Gamesman 

This  type  of  entrepreneur  is  more  of  the  type  of  the  modern- 
day  top  man.  He  has  basically  the  character  and  talent  of  an 
entrepreneur  in  the  widest  sense  of  the  word.  He  likes  to  face 
challenges,  move  in  a  competitive  world  and  show  his  tenacity 
in  battle  to  ultimately  emerge  as  a  conqueror.  The  gamesman 
is  impatient  to  those  who  are  slow  and  overcareful.  He  likes  to 
take  risks  and  motivate  others  to  accomplish  their  tasks  well  in 
as  quick  a  time  as  possible.  He  sees  and  responds  to  life  and 
work  as  if  he  is  playing  a  game.  Challenges  make  him  move 
and  instil  enthusiasm  in  those  working  around  him.  He  likes 
concepts,  new  ideas,  new  technologies,  and  looks  for  short 
cuts.  His  bearing  and  thinking  are  dynamic,  fast,  brilliant,  and 
he  is  never  at  his  wit's  end.  His  aim  in  life  is  to  be  a  conqueror, 
and  he  always  uses  tactics  and  strategies  in  accomplishing  his 
task.  This  gamesman  is  seen  by  Maccoby  as  a  leader  type  of  en- 
trepreneur, a  modernday  corporate  leader  who  can  put  up  a 
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successrul  performance.  He  can  also  bring  success  and  con- 
tinuity of  growth  to  an  organization. 

So  without  the  leadership  of  the  gamesman  -  the  modern  cor- 
porate leader  -  an  organization  will  not  reach  a  stage  of  mature 
development  and  have  a  continuity  of  growth,  because  the  crafts- 
man is  more  concerned  with  producdon,  the  jungle  fighter  with 
power  and  the  company  man  with  security  at  the  expense  of 
anything  else. 

CONCLUSIONS  TO  THE  DIFFERENT  APPROACHES  TO  THE 
STUDY  OF  THE  ENTREPRENEUR 

In  the  different  approaches  to  the  study  of  the  entrepreneur  we 
see  that  all  the  writers  have  placed  emphasis  on  the  personality  of 
the  entrepreneur  capable  of  motivating  and  combining  the  aspects 
of  capital,  technology  and  manpower  in  his  endeavour  to  develop 
his  organization  and  make  it  grow. 

The  writer  belonging  to  the  economics  discipline  views  it  from 
the  demand  side.  The  economic  structure  must  be  able  to  operate 
on  the  basis  of  the  law  of  supply  and  demand  so  as  to  enable  a 
market  mechanism  to  determine  the  success  or  failure  of  the  en- 
trepreneur. 

In  an  economic  system  where  the  State  is  the  owner  of  the  fac- 
tors of  production,  the  private  entrepreneur  is  non-existent.  His 
place  is  taken  by  the  state  entrepreneur,  as  is  the  case  in  large  or- 
ganizations in  communist  countries,  but  here  the  emphasis  is  not 
laid  on  the  personality  but  rather  on  the  group  or  the  or- 
ganization itself.  Do  we  have  to  conclude  that  the  personality- 
centred  entrepreneurs  are  to  be  found  only  in  countries  with  non- 
socialist  (communist)  economic  systems.^  We  mention  the  word 
'communist'  because  in  countries  that  are  favourably  inclined 
towards  socialism,  such  as  Singapore,  we  still  see  the  personality- 
centred  entrepreneur  working  side  by  side  with  the  state  entre- 
preneur. 

Around  the  entrepreneur  is  centred  his  personality,  so  aspects 
of  his  personality  traits  —  initiative  taking,  innovation,  ego  drive, 
need  to  achieve,  self-esteem,  to  name  only  a  few  —  are  all  inherent 
in  him.  All  this  revolve  around  an  inner  desire  to  accomplish  a  dif- 
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ficult  task  well.  Therefore,  first  and  foremost,  an  economic  system 
must  enable,  and  provide  an  opportunity  for,  the  entrepreneur  to 
develop  and  grow,  so  that  men  with  this  inner  drive  will  be  able  to 
accomplish  their  tasks  well.  If  Schumpeter  sees  the  entrepreneur  as 
an  innovator  and  risk  taker,  Hagen  believes  that  the  entrepreneur 
must  go  through  different  stages  of  development. 

The  entrepreneur  from  before  the  modern  industrial  era  is,  in 
our  opinion  more  personality  than  organization  centred.  Such 
names  as  Ford,  Tan  Kah  Kee,  Oei  Tiong  Ham,  Rockefeller,  C.Y. 
Tung,  Y.K.  Poa,  Philips,  to  name  only  a  few,  invoke  in  us  a  feeling 
of  deep  respect  for  their  strong  will  power  to  succeed  —  men 
different  from  the  ordinary  people,  with  personalides  sucking  out 
to  the  forefront,  and  classified  as  'self  made  men'. 

But  if  we  observe  current  developments  in  the  world's  in- 
dustrialized countries,  we  see  that  the  type  of  entrepreneur  in  this 
modern  era  that  is  closest  to  what  we  call  the  product  of  our 
modern  age  is  the  gamesman.  The  gamesman  is  seen  here  as  a  man 
with  leadership  qualities  that  are  above  average,  a  man  who  is  not 
afraid  of  challenges  and  possesses  an  inner  drive  to  compete  and 
win.  His  other  character  traits  are  impatience,  desire  to  see  things 
done  quickly,  efficiently  and  successfully,  and  ability  to  move  his 
organization  in  support  of  him  in  his  quest  for  success.  According 
to  Maccoby,  a  business  or  industrial  enterprise,  or  for  that  matter, 
a  large  and  complex  conglomerate,  is  incapable  of  moving  to- 
wards a  stage  of  mature  development  if  it  is  not  managed 'by  this 
gamesman  type  of  entrepreneurs. 

We  do  not  deny  that  the  entrepreneur  possesses  personality 
traits  that  are  all  above  average  but  we  are  also  convinced  that  it  is 
not  these  traits  alone  that  determine  his  success.  In  our  opinion,  an 
economic  system  must  also  provide  the  entrepreneur  with  an  op- 
portunity to  prove  his  worth  and  accord  him  a  place  of  recognition 
for  his  success.  For  example,  in  a  communist  country  the  entre- 
preneur is  not  given  the  place  and  opportunity  that  is  accorded 
him  in  an  'open'  economic  system.  Under  the  communist  system 
the  individual  entrepreneur  who  can  exercise  his  talents  and  per- 
sonality traits  may  not  exist.  Although  its  economic  system  may 
have  probably  been  based  also  on  the  'open  economy'  system,  the 
entrepreneur  who  is  desirous  of  success  must  also  be  able  to  adapt 
himself  to  the  customs,  behaviour,  way  of  life  and  cultural  values 
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of  the  society  he  is  in.  In  a  society  where  problems  of  rigid  social 
constraints  are  present,  the  entrepreneur  with  the  presonality  as 
that  possessed  by  the  gamesman  may  probably  be  regarded  as 
socially  undesirable.  He  must  not  therefore  give  his  drive  a  free  run 
and  he  must  also  refrain  from  expanding  his  activities  to  sectors 
regarded  as  politically  vulnerable.  Especially  in  developing  coun- 
tries where  the  minority  and  majority  problems  have  their  roots  in 
the  ethnic  origin  of  the  groups  (as  is  the  case  in  Southeast  Asia),  the 
entrepreneur  who  is  not  of  indigenous  stock  must  certainly  take 
this  socio-political  aspect  into  account. 

In  short  the  innovative  entrepreneur  can  only  develop  to  the 
fullest  extent  and  in  an  efficient  and  effective  manner  if  the 
economic  system  provides  him  with  an  opportunity,  a  place  and  a 
role  to  accomplish  his  task  well.  Even  if  in  an  'open  economic'  he  is 
given  all  this,  there  are  indications  in  developing  countries  of  the 
presence  of  constraints,  which  are  economic  cultural,  political  and 
social  in  nature. 

While  it  is  true  that  in  industrial  countries  the  entrepreneur  has 
succeeded  in  overcoming  these  non-economic  constraints,  the  en- 
trepreneur in  developing  countries  has  also  given  all  indicadons 
that  he  will  be  able  to  do  so  too.  That  there  are  changes  in  the 
process  of  economic  development  can  be  said  with  certainty  but 
what  these  changes  involve  is  still  not  known.  However,  one  of  the 
most  significant  constraints  is  in  the  insdtutional  development. 
Unlike  such  developed  countries  as  Japan,  there  are  certain  factors 
in  developing  countries  that  retard  this  development. 

Japan  is  a  good  example  of  where  the  gamesman  type  entre- 
preneur is  playing  an  effective  role  because  he  is  helped  by  the 
development  of  such  efficient  trading  institutions  as  the  general 
trading  firms  with  their  five-sided  power  structure  -  capital, 
management,  technology,  international  network  and  govern- 
mental support.  This  insdtutional  development  aspect  will  be  dealt 
with  separately  in  this  paper. 

Now  that  we  have  analysed  as  to  who  the  entrepreneur  is  and 
what  his  possible  role  is  in  developing  countries,  let  us  now  see 
what  is  expected  of  him  as  a  performer  of  that  role. 

THE  ROLE  OF  THE  ENTREPRENEUR 

In  his  article  in  the  September  1977  issue  of  Asian  Survey,  en- 
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titled:  "Entrepreneur ship  Education  in  Developing  Countries",  Robert  E. 
Nelson  says  that  the  role  of  the  entrepreneur  is  of  paramount  im- 
portance in  as  much  as.  it  involves  practically  all  aspects  of  life. 
Since  the  role  of  the  entrepreneur  is  generally  related  to  business 
and  the  economy,  Nelson's  formulation  may  be  said  to  be  quite 
broad. 

He  says  in  this  connection:  ".  .  .  However,  entrepreneurship 
may  be  related  to  all  dimensions  of  life.  In  the  broadest  sense  of 
the  term,  entrepreneurship  can  be  the  means  to  stimulate  the 
creativity  and  innovation  necessary  to  create  a  better  community,  a 
better  nation,  and  a  better  world.  To  achieve  this  goal,  govern- 
ment policies  focus  on  the  educadonal  aspects  of  the  vast  human 
potential  for  entrepreneurship  which  exists  in  every  society",  from 
which  we  can  conclude  that  the  main  objective  of  the  entre- 
preneur is  to  create  a  better  society,  a  more  prosperous  state  and 
also  a  better  world.  It  is  hoped  that  this  objective  can  be  achieved 
through  creativity  and  innovation,  but  the  entrepreneur  must  be 
supported  by  a  viable  policy  on  the  educational  level.  We  believe 
that  this  alone  is  not  enough  because  government  policies  must 
also  be  formulated  to  focus  on  the  creadon  of  effective  and  ef- 
ficient institutions  that  would  enable  the  entrepreneur  in  develop- 
ing countries  to  create  both  mechanism  and  instrumentality  for  the 
accomplishment  of  his  task. 

It  is  said  that  the  entrepreneur  in  developing  countries  is  the 
pillar  on  which  the  business  and  industrial  community  stands.  He 
helps  realize  the  government's  and  nation's  aspirations  in  the 
achievement  of  targets  in  the  growth  and  development  of  the 
economy.  The  entrepreneur  in  developing  countries  must  be  able 
to  overcome  all  constraints  existing  in  the  political,  economic, 
social,  institutional  and  governmental  sectors.  If  we  study  the  en- 
trepreneur's role,  we  will  in  reality  see  how  such  countries  as 
Japan,  South  Korea,  Taiwan  and  Singapore  have  been  developed. 
These  countries  are  now  occupying  important  positions  in  the  in- 
ternational world  because  their  entrepreneurs  have  been  able  to 
create  prosperity  for  their  countries  and  fellow  citizens,  and  this  all 
have  been  done  in  a  realistic  manner  with  the  support  of  the  in- 
stitutions they  have  created. 

We  have  taken  Japan  as  an  example  because  its  policy  has  later 
been  successfully  put  into  practice  also  in  South  Korea  and  Singa- 
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pore.  In  the  process  of  creating  a  condition  that  would  help 
achieve  the  national  goal  -  prosperity  for  the  nation  and  its  peo- 
ple -  Japan,  helped  by  its  entrepreneur  (probably  more  of  the 
gamesman  type),  has  created  a  five-sided  power  structure,  namely, 
capital,  management,  technology,  international  network  and 
governmental  support.  The  large  business  enterprises,  known 
formerly  as  Zaitbatsu,  then  as  Keiretsu,  and  now  as  Sogo  Shosha, 
have  successfully  combined  the  first  four  sides  of  power.  With 
governmental  support  the  big  ten  transnational  companies,  such  as 
Mitsui,  Mitsubishi,  C.  Itoh,  Marubeni,  to  name  only  a  few,  have 
formed  groups  and  conglomerates,  the  locomotive  power  in 
Japan's  economic  and  business  development.  Together,  they  con- 
stitute a  power  structure  that  has  almost  no  equal  in  the  world.  The 
multinational  corporations  of  the  West  have  only  a  triangle  of 
power  —  capital,  management  and  technology  —  but  they  have 
oftentimes  no  international  network  and  if  they  do  have,  it  is  not 
vast  enough.  Unlike  Japan,  they  also  have  no  full  governmental 
support. 

Therefore,  the  role  of  the  entrepreneur  in  developing  countries 
cannot  be  successful  to  the  maximum  possible  extent  if  they  cannot 
create  institutions  that  can  combine  the  five  sides  of  power.  This 
means  that  the  entrepreneur  and  the  type  of  institutions  are  crucial 
factors  for  the  successful  realization  of  the  national  as  well  as  inter- 
national aspirations. 

ASPECT  OF  CREATING  PROPER  INSTITUTIONS 

Economic  development  in  some  developing  countries  is  either 
slow  or  at  a  standstill,  mainly  on  account  of  internal  conflicts  and 
suspicions.  On  the  other  hand,  there  are  also  developing  countries 
which  have  succeeded  in  overcoming  these  internal  conflicts  and 
suspicions  for  the  sake  of  their  economic  growths. 

In  this  book,  entitled:  Institutions  of  Economic  Growth:  A  Theory  of 
Conflict  Management  in  Developing  Countries,  Princeton  University 
Press,  1972,  John  P.  Powell  says  that  the  national  economic 
growth  is,  among  others,  determined  by  the  national  capacity  to 
create  institutions  which  can  manage  conflicts  but  this  capacity 
needs  a  national  consensus.  So  we  believe  that  the  entrepreneur's 
role  alone  is  not  enough.  There  should  be  other  aspects  that  also 
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determine  the  economic  development  and  growth  in  developing 
countries  and  these  are  their  capacity  and  capability  to  create 
proper,  ciricient  and  effective  institutions. 

We  have  restricted  ourselves  to  the  creation  of  institutions  in 
the  business  sector  and  the  history  of  business  has  told  us  that  the 
entrepreneur  has  been  quite  successful  in  doing  so.  We  believe 
therefore  that  developing  countries  should  think  and  ponder 
about  the  creation  of  growth  and  development  corporations. 

GROWTH  AND  DEVELOPMENT  CORPORATIONS 

Developing  countries  are  faced  by  complex  problems.  Political 
stability  is  a  pre-condition  for  the  implementation  of  economic 
growth  and  development,  but  growth  also  has  to  be  accompanied 
by  development.  Development,  in  the  economic  context,  means 
the  effort  and  the  implementation  of  a  better  distribution  of  the  re- 
sults of  the  national  income.  The  tendency  is  to  provide  the  general 
public  with  economic  indicators,  projecting  the  growth  process  in 
terms  of  macro  figures,  that  is,  aggregate  figures.  If  these  aggre- 
gate economic  indicators  are  analysed  into  the  various  components 
contributing  to  total  achievement,  we  may  find  unbalanced 
development  among  the  various  sectors  of  the  economic  ac- 
tivities; such  as  between  the  industrial  sector  and  the  national 
financial  institutions,  between  the  production  and  marketing  sec- 
tors, between  the  various  groups  of  entrepreneurs,  businessmen 
and  industrialists.  The  industrial  sector  has  developed  quite  sub- 
stantially. This  was  partly  the  result  of  the  number  of  joint  ventures 
between  nationals  and  the  big  muldnational  corporations.  The  in- 
jection of  the  capabilities  and  capacities  of  the  multinational  cor- 
porations (American,  Japanese,  etc.)  into  the  industrial  sector,  has 
brought  this  sector  into  the  sphere  of  influence  of  the  inter- 
national industrial  complex. 

At  the  other  end,  the  national  financial  institutions  in  some 
developing  countries  have  not  been  allowed  to  partner  with  the 
foreign  financial  institutions,  in  particular  the  multinational 
banks.  The  results,  as  we  observed,  is  that  the  private  national 
banking  system  is  not  in  a  position  to  provide  the  ever  increasing 
(iemanci  of  the  industrial  sector,  in  terms  of  the  number  of  type  of 
(inaruial  services  needed.  The  services  required  by  the  modern 


27 


THE  INDONESIAN  Q.UARTERLY 

joint  ventures  are  being  met  by  the  international  banks  or  mul- 
tinational corporations  of  the  more  well-known  Japanese  Sogo 
Shosha  or  general  trading  firms.  The  unbalanced  development 
among  the  different  sectors  of  economic  activities  has  been  rein- 
forced by  the  lack  of  proper  institutional  development.  The 
various  economic  and  development  policies  have  been  successful 
in  creating  growth  at  the  macro  level.  As  we  all  realize,  along  with 
the  growth  at  the  macro  level,  the  development  at  the  micro  or 
operational  level  is  of  equal  importance.  The  most  difficult  task 
encountered  by  any  economy  is  how  to  translate  the  acquired 
macro  strength  into  an  operational  national  strength  and  ca- 
pability. The  development  of  the  proper  institutions  should  be 
seen  as  part  of  creating  the  mechanism  or  instrumentality  which 
will  enable  the  economy  to  transform  the  macro  strength  into  the 
operational  abilities.  We  intend  to  focus  our  attention  on  develop- 
ing the  proper  institutional  building.  More  specifically,  we  would 
like  to  direct  our  analysis  to  those  institutions  which  have  proven 
to  be  succeessful  in  implementing  the  development  objective  of  the 
government  as  part  of  the  efforts  of  total  national  development.  It 
is  not  our  intention  to  focus  or  discuss  all  the  aspects  of  in- 
stitutional building.  As  mentioned  earlier,  we  will  discuss  only  one 
key  factor  (among  many  other  key  factors)  of  the  national 
economies,  that  is,  the  proper  institutional  building  of  the  growth 
and  development  corporations  which  are  known  in  many  countries 
under  the  general  name  of  Sogo  Shosha  (general  trading  firms), 
handelshuizen  of  the  Dutch,  trading  houses  of  the  English  tradi- 
tion (such  as  Jardine  Matheson,  Sime  Derby,  etc.).  As  mentioned 
earlier,  it  is  the  Sogo  Shosha  which  managed  to  create  the  five- 
sided  power  structure. 

GENERAL  TRADING  FIRMS/GROWTH  AND 
DEVELOPMENT  CORPORATIONS 

At  the  outset  we  have  to  make  it  clear  that  we  do  not  intend  to 
refer  to  the  small  domestic  trading  houses  which  are  engaged  in  a 
limited  number  of  products  or  items.  These  traditional  merchant 
firms  are  thousands  in  number  and  their  impact  on  the  national 
development  has  been  minimal,  expect  for  being  active  in  the 
physical  distribution  of  goods.  We  are  referring  to  the  general 
trading  houses  which  have  proven  to  be  the  accelerators  of 
economic  development  and  have  become  agents  in  national 
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development;  firms  which  through  uniting  their  capabilities  and 
capacities  have  contributed  to  the  national  economic  develop- 
ment of  the  country. 

In  the  colonial  history  of  Indonesia  and  Malaysia  these  trading 
houses,  known  as  the  Dutch  big  ten  or  English  trading  firms,  were 
used  by  the  colonial  rulers  as  an  effective  mechanism  to  dominate 
the  national  economy  and  also  to  implement  their  policies.  It  is 
known  to  us  that  these  big  trading  firms  were  prospering  under  the 
guidance  of  the  colonial  administrators.  The  colonial  ad- 
ministrators would  be  without  a  set  of  proper  institutions  to  imple- 
ment their  policies  if  they  could  not  rely  on  these  firms.  On  the 
other  hand,  these  firms  were  also  in  a  strong  position  to  influence 
the  policies  of  the  colonial  administrators.  Some  of  these  policies 
were  benefiting  the  'Big  Ten'  in  Indonesia,  but  there  were  also  po- 
licies that  benefited  the  economy  as  a  whole. 

The  few  industrial  developments  which  have  taken  place  during 
the  colonial  period,  along  with  a  nation-wide  distribution  net- 
work, are  patterns  which  are  still  observed  until,  the  present  day. 
The  'Big  Ten'  in  Indonesia,  at  the  operational  level,  have  develop- 
ed capabilities  which  have  engaged  them  in  all  types  of  economic 
functions.  They  were  engaged  in  bringing  together  production 
units  into  the  creation  of  the  availability  of  an  assortrrient  of 
products.  This  brought  them  to  the  functions  of  finance,  shipping, 
insurance,  distribution,  participation,  etc.  The  result  was  the  'Big 
Ten'  with  all  their  affiliates,  subsidiaries  and  service  organizations 
which  have  created  a  rather  effective  business  network  throughout 
the  country.  This  has  to  be  admitted  as  being  one  of  the  positive 
functions  of  the  'Big  Ten',  which  in  the  years  after  Indonesia  have 
taken  them  over,  has  been  proliferated  and  wiped  out.  With  the 
nationalization  of  the  former  big  trading  houses,  state  trading  cor- 
porations were  established.  The  experience  with  state  trading  cor- 
porations in  Indonesia  is  not  too  encouraging,  although  one  or 
two  of  them  have  managed  to  survive  and  have  shown  some  ability 
to  stay  in  business.  But  their  activities  are  more  or  less  limited  to 
the  implementation  of  government  programmes.  Trading  firms 
operating  in  the  Malaysian  and  Singapore  region  were  allowed  to 
operate  under  foreign  management.  Only  lately,  one  of  the  big 
trading  houses  operating  in  Malaysia  and  Singapore,  namely  Sime 
Dcrl)y,  has  changed  management  from  foreign  dominated  into  an 
ASEAN  board  of  management  through  acquisition  of  a  percentage 
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of  shares.  This  is  an  example  of  how  big  trading  firms  with  their 
network  and  skills  could  be  acquired  through  the  acquisidon  of 
sufficient  shares  and  support  from  the  invesdng  public.  These 
trading  firms  operadng  in  Malaysia  and  Singapore  have  been  in 
the  forefront  of  pioneering  investment  in  industries,  agriculture  es- 
tates, agencies  of  wellknown  products,  financing  joint  ventures  in 
other  regions,  etc.  They  have  contributed  to  the  nadonal  develop- 
ment, although  some  of  them  have  been  accused  of  redirecdng 
funds  to  investment  projects  in  Europe.  Acquisidon  of  shares  suf- 
ficient to  pardcipate  in  the  management  of  Japanese  trading  firms 
will  be  almost  impossible. 

JAPANESE  TRADING  FIRMS 

The  experience  of  Japanese  trading  firms  shows  to  us  a  more 
solid  example  of  how  these  trading  firms  have  created  a 
mechanism  which  identifies  their  goals  with  the  objectives  of  the 
government.  Although  these  trading  firms'  objective  was  to  run 
their  organizadons  on  a  profit  basis,  their  national  objective  to 
bring  welfare  to  the  Japanese  nation  and  people  was  on  their  top 
priority  list.  At  the  operating  level  they  were  responsible  for  im- 
plementing the  high  growth  rate  objective.  The  macro  objective  set 
by  the  policies  of  the  various  Japanese  prime  ministers  were 
translated  successfully  into  an  operating  programme  by  the  trading 
houses.  They  were  responsible  for  the  logistics  which  made  it 
possible  for  the  various  operational  units  to  be  provided  with  the 
required  raw  materials,  equipment  and  finance.  The  whole 
logistics  plan  and  implementadon  was  more  or  less  in  their  hands. 
They  were  also  responsible  for  marketing  the  finished  products  all 
over  the  globe.  At  a  later  stage  they  were  also  responsible  for  finan- 
cing and  organizing  the  thousands  of  joint  ventures  all  over  the 
globe  in  order  to  secure  the  supply  of  raw  materials  and  in  order  to 
secure  a  fair  and  dominant  share  of  the  export  market  all  over  the 
globe.  In  the  various  developing  countries  these  trading  houses  act 
as  accelerators  and  initiators  of  various  joint  ventures  with  Ja- 
panese manufacturers  and  other  sen'ice  industries.  They  were  also 
engaged  in  providing  finance  and  equity  capital  to  the  national 
partners,  as  well  as  to  financers,  for  the  supply  of  raw  materials  im- 
ported Irom  Japan.  They  also  acted  as  the  main  buyers  of  products 
Hke  logs,  iron,  sand  and  other  types  of  raw  materials.  Their  re- 
presentative offices  in  the  developing  nations,  and  in  pardcular  In- 
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doncsia,  act  as  entrepreneurs  in  developing  projects,  financing 
sometimes  domestic  and  export  trade,  advising  the  marketing  of 
products  abroad,  providing  consulting  services,  act  as  inter- 
mediary in  tender  business,  etc. 

In  summary,  the  Japanese  trading  houses  were  responsible  for 
translating  the  macro  objectives  into  an  operational  programme 
and  the  success  of  implementing  these  programmes  has  been 
beneficial  to  the  nation  and  its  people.  Despite  all  voices  against 
these  trading  houses,  one  has  to  admit  that  their  contribution  to 
the  Japanese  economic  and  national  development  has  been 
tremendous.  They  were  the  "generals"  who  have  made  it  possible 
to  win  the  economic  war  after  experiencing  a  military  defeat  dur- 
ing World  War  II.  The  lesson  which  we  have  to  learn  from  the  ex- 
istence of  these  general  trading  houses  is  that  the  translation  of  a 
macro  objective  into  an  operational  or  micro  objective  is  possible 
through  the  existence  of  a  group  of  operational  units  dedicated  to 
the  national  objectives.  They  manage  to  compromise  their  firm's 
objectives  with  the  national  objectives.  The  other  lesson  to  learn 
from  these  experiences  is  that  without  the  existence  of  the  ap- 
propriate institutional  arrangement  macro  targets  and  objectives 
will  face  a  number  of  obstacles  in  making  it  operational.  For  Ja- 
pan it  would  have  been  impossible  to  organize  the  huge  logistics 
requirements  if  they  had  not  been  assisted  and  supported  by  these 
general  trading  firms.  The  same  could  be  said  for  the  colonial  ad- 
ministrators' programmes,  valid  for  Indonesia,  Malaysia  and  other 
places.  In  other  words,  what  we  want  to  point  out  here  is  that  the 
existence  of  the  appropriate  institutional  arrangement,  namely  the 
existence  of  a  number  of  well  organized  and  efficient  general 
trading  firms,  as  has  been  developed  in  Japan  and  other  places 
should  be  seen  as  creating  the  necessary  conditions  for  making 
macro  objectives  more  operational.  We  consider  these  general 
trading  corporations  as  being  growth  and  development  cor- 
porations in  the  true  sense  of  the  word.  They  have  proven  to  be 
very  effective  in  Japan,  South  Korea  and  Singapore.  But  this  does 
not  mean  that  one  should  close  one's  eyes  to  some  of  the  negative 
aspects.  Along  with  the  development  of  these  corporations,  scan- 
dals like  the  Lockheed  bribery,  hoarding  of  essential  goods,  etc. 
were  made  known  to  the  public.  But  if  we  have  to  draw  up  a  ba- 
lance-sheet of  the  positive  and  negative  aspects,  we  believe  that  the 
positive  aspects  outweigh  the  negative. 
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ESTABLISHMENT  OF  GROWTH  AND  DEVELOPMENT 
CORPORATION 

In  many  developing  countries  the  government  regulations  see 
to  it  that  foreigners  are  not  allowed  to  engage  in  the  marketing  and 
distribution  sector,  that  is,  the  trading  sector.  So  it  will  be  very 
possible  that  the  existing  representative  offices  of  the  general 
trading  firms  will  not  be  allowed  to  have  as  much  'freedom'  as  they 
are  now  enjoying.  With  this  prospect  in  mind  and  with  the  great 
need  of  having  the  proper  institutions  at  the  operational  or  micro 
level,  it  will  be  worthwhile  to  look,  into  the  possibilities  of  es- 
tablishing general  trading  firms. 

The  national  general  trading  firms  which  most  probably  have 
to  be  organized  and  set  up  will  be  among  those  entrepreneurs  who 
arc  willing  to  merger  their  present  medium-size  organizations  into 
a  bigger  and  stronger  organization.  If  these  mergers  could  be 
organized,  a  number  of  general  trading  firms  could  be  seen  emerg- 
ing. At  present  there  are  medium  and  limited  trading  firms 
operating  at  the  operational  level,  but  their  size  as  well  their  ca- 
pabilities are  still  too  limited  in  order  to  be  effective  and  developed 
into  those  organizations  which  we  have  seen  progressing  in  Japan, 
South  Korea,  Taiwan,  Malaysia  and  Singapore.  We  have  seen  the 
contribution  of  this  type  of  trading  firms  to  the  implementation  at 
the  micro  level.  We  have  seen  that  the  macro  strength  has  been 
translated  into  the  micro  strength  and  this  balanced  development 
has  been  beneficial  to  the  nation,  the  economy  and  the  welfare  of 
the  people.  Our  suggestion  is  that  the  Japanese  general  trading 
firms  which  are  now  operating  in  developing  countries  study  the 
possibility  of  assisting  national  groups  which  are  willing  to  es- 
tablish or  to  merger  their  organization  into  big  general  trading 
firms.  The  Japanese  trading  firms  may  take  the  initiative  and  also 
those  national  groups  in  developing  countries  should  study  tliis 
])ossibility  too.  The  establishment  of  various  national  groupings  of 
growth  and  development  corporations  will  not  be  an  easy  task  but 
we  believe  that  it  is  necessary  to  have  such  organizations  at  the  o- 
peratioiial  level.  This  is  to  enable  the  national  macro  strength  to  be 
translated  into  a  real  operating  mechanism.  The  Japanese  general 
trading  houses  could  assist  their  counterparts  in  organizing  these 
growth  and  development  corporations.  If  the  government 
regulations  do  not  allow  participation  of  the  geiicral  trading 
houses  in  the  growth  and  development  coiporations,  the  general 
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trading  finns  may  be  invited  to  act  as  advisors  or  may  be  included 
in  some  kind  of  technical  agreement  or  managerial  arrangement. 

SUMMARY 

We  have  made  a  brief  survey  of  the  literature  we  have  in  our 
library,  as  well  as  a  brief  analysis  of  some  of  the  theories  and  con- 
cepts. Yet  we  feel  that  there  must  still  be  other  writings,  of  which  we 
probably  have  no  knowledge  and  which  we  are  therefore  in  no 
position  to  survey  and  analyse. 

From  the  works  of  the  writers  so  cited  we  must  say  that,  depen- 
ding on  which  discipline  they  belong  to,  the  focus  on  the  entre- 
preneur of  each  of  these  writers  must  obviously  be  different  from 
one  another. 

The  writer  belonging  to  the  economics  discipline  believes  that 
one  of  the  determinants  that  help  determine  the  role  of  the  entre- 
preneur is  the  demand  factor,  as  reflected  in  economic  incentives 
coming  from  free  enterprise  economy. 

The  writer  belonging  to  the  psychology  discipline  sees  the  non- 
economic  factors  as  the  prime  movers  in  the  taking  of  risk  and  in- 
novations and  the  entrepreneur's  demand  for  recognition  from 
society  for  his  success,  for  the  empire  he  has  built,  as  reflecting  an 
inner  desire  for  reward  for  his  role  as  risk  taker  and  innovator  and 
for  a  job  well  done. 

The  writer  belonging  to  the  sociology  discipline  believes  that 
incentive,  which  determines  the  economic  activities,  is  not  the  only 
major  determinant.  There  are  in  society,  however,  certain  other 
factors  —  hierarchy,  status  and  other  life  values  —  that  up  to  a  cer- 
tain time  also  help  determine  the  entrepreneur's  activities. 

However,  apart  from  the  writers  belonging  to  these  three  dis- 
ciplines, we  also  have  analyses,  such  as  those  on  the  trait  and  beha- 
viour theories  of  writers  who  have  v^itten  on  such  fields  as 
management  and  who  can  probably  be  grouped  under  one  of  the 
disciplines  referred  to  above. 

The  survey  we  have  made  lays  stress  on  the  ability,  capability 
and  capacity  of  a  personality  that  is  propelled  by  such  character 
traits  as  ego  drive,  need  to  achieve,  self-confidence,  need  to  win, 
need  to  show  off  one's  ability,  to  name  only  a  few.  We  have  also 
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made  a  sui-vey  of  the  works  of  writers  who  glorify  personality,  in- 
cluding Maccoby's  and  who  believe  that  the  effective  corporate 
leader  is  identical  to  the  gamesman.  Due  emphasis  is  given  here  on 
personality  because  it  is  regarded  as  probably  the  most  important 
component  in  a  large,  modern  and  complex  organization. 

We  believe  that  in  the  present  world  —  in  developing  countries 
in  particular  —  we  need  this  type  of  entrepreneur  whom  Maccoby 
calls  the  gamesman.  This  is  a  new  kind  of  entrepreneur  who  dares 
to  face  new  challenges  in  his  efforts  to  overcome  the  difficulties 
that  confront  him  in  developing  new  institutions  and  to  subjugate 
the  other  types  of  entrepreneur  known  as  the  jungle  fighter,  the 
craftsman  and  the  company  man.  In  developing  countries  especial- 
ly, there  are  too  many  entrepreneurs  of  the  jungle  fighter  type  who 
are  basically  the  destructive  type. 

The  gamesman  type  of  entrepreneur  can  mobilize  and  combine 
the  five  sides  of  power  —  capital,  management,  technology,  net- 
work and  government  —  in  his  efforts  to  create  proper,  efficient 
and  effective  institutions.  Without  this  five-sided  power  structure 
no  proper  and  effective  institution  can  be  created.  These  new  in- 
stitutions are  known  as  general  trading  firms  or,  better  still,  as 
growth  and  development  corporations.  They  have,  for  example, 
brought  welfare  to  Japan  and  have  also  become  the  main  vehicle  in 
implementing  Japan's  economic  and  business  programmes,  and 
because  of  them  Japan  is  today  one  of  the  world's  economic  giants. 
South  Korea  and  Singapore  and  other  developing  nations  have 
followed  in  Japan's  footsteps  by  creating  efficient,  effective  and 
strong  institutions  in  realizing  their  national  aspirations  to  the 
benefit  of  the  national  enterprises. 

By  creating  growth  and  development  corporations  Japan, 
South  Korea  and  Singapore  have  succeeded  in  mobilizing  and 
combining  all  the  five  sides  of  power  and  are  now  in  a  position  to 
compete  in  the  international  world.  They  may  no  longer  need  the 
Western-oriented  multinational  corporations  but  what  they  do 
need  now  is  to  enter  their  markets.  On  the  domestic  market,  the 
multinational  corporations  of  the  West  have  been  out-competed 
by  the  multinational  corporations  of  Japan,  because  the  former 
have  only  a  triangle  of  power  capital,  management  and  tech- 
nology whereas  the  latter  have  a  five-sided  power  structure.  The 
Japanese  m.n.c.  have  two  additional  sides  of  power  which  the  West 
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do  not  have  —  international  network  and  full  governmental  sup- 
port. 

We  see  the  entrepreneur  in  developing  countries  as  the 
vanguard,  the  motor,  the  locomotive  that  helps  realize  the  govern- 
ment's aspirations  of  creating  a  better  nation,  a  more  prosperous 
one,  where  there  is  proper  distribution  of  wealth.  A  sense  of  mis- 
sion should  be  seen  as  essential.  We  see  that  his  role  is  to  create 
growth  and  development  corporations  or  general  trading  firms  in 
order  to  enable  developing  nations  to  face  the  multinational  cor- 
porations of  Japan  with  their  five-sided  power  structure  and  those 
of  the  West  with  their  triangle  of  power.  The  entrepreneur,  even 
though  he  is  a  genius,  cannot  face  such  a  competitive  world  with- 
out the  help  of  these  growth  and  development  corporations  with 
all  their  diversifications.  For  example  South  Korea  has  in  a  little 
over  a  decade  created  its  gamesman  type  of  entrepreneur  with  the 
help  of  its  general  trading  firms. 

Apart  from  providing  opportunities  to  the  group  of  entre- 
preneurs to  accomplish  their  tasks  well,  we  believe  that  develop- 
ing countries  should  direct  their  efforts  towards  creating  more 
effective  institutions  —  growth  and  development  corporations. 
General  trading  firms,  if  these  can  be  created,  are  necessary  for  the 
economic  development  and  growth  of  developing  nations,  so  that 
the  strength  acquired  at  the  macro  level  can  be  translated  into  an 
effective  and  efficient  mechanism  at  the  micro  level.  So  at  this 
operational  level  we  have  a  large,  strong,  effective,  meaningful  and 
influential  mechanism  that  can  provide  enough  room  for  move- 
ment to  the  type  of  entrepreneur  called  the  gamesman  or  modern 
corporate  leader.  These  corporate  leaders  are  the  type  of  entre- 
preneurs that  should  be  given  the  reins  to  lead  the  growth  and 
development  corporations. 
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I.  INTRODUCTION 

Observers  of  international  relations  will  have  become  aware  of 
the  emergence  of  a  new  phenomenon  since  the  early  I970's,  name- 
ly the  population  factor  as  a  subject  of  both  international  conflicts 
and  international  cooperation.  With  the  event  of  the  worldwide  in- 
tergovernmental conference  in  Bucharest  in  1974,  discussions 
about  policies  and  actions  to  confront  the  "population  problem" 
have  entered  the  arena  of  international  affairs.  In  an  attempt  to 
structure  the  issues  so  as  to  accomodate  a  problem-solving  attitude 
internationally,  there  are,  in  my  opinion,  three  major  observations 
which  need  to  be  taken  into  account  by  analysts  and  policy  makers 
alike.  First,  international  discussions  of  population  have  in- 
creasingly taken  on  the  flavor  of  a  debate  between  developed  and 
developing  countries  owing  to  the  fact  that  the  present  world  dis- 
tribution of  birthrates  is  closely  related  to  development  status.  Se- 
cond, it  may  not  be  easy  to  settle  the  debate  because  it  lacks  scien- 
tific objectivity  and  it  has  become  politized.  Analysts,  however, 
should  not  discount  this  politization  problem  for  ultimately 
policies  have  to  be  formulated  and  implemented  through  the 
political  process.  Third,  population  as  the  subject  of  the  debate,  is 
in  itself  seen  as  an  important  factor  in  the  conduct  of  international 
politics.  This  can  be  derived  from  Hans  Morgenthau's  obser- 
vations that  "...  international  politics  is  a  struggle  for  power"  and 
"  ...  no  country  can  remain  or  become  a  first  rate  power  which 
does  not  belong  to  the  more  populous  nations  of  the  earth".' 


I  H;iii.s  MoigcMUhiui,  Politics  Among  Nations  (New  York:  Alfted  A.  Knopf,  Fifth  Edition, 
1973),  p.  124  ff 
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This  paper  cannot  possibly  deal  with  the  complexity  of  the 
problem  at  hand.  It  is,  more  or  less,  a  first  attempt  to  structure  the 
issues  in  a  systematic  fashion.  By  making  an  inventory  of  conflic- 
dng  views  and  arguments  regarding  the  populadon  problem  one 
can  proceed  to  ask  whether  these  conflicting  views  and  arguments 
can  be  setded  by  introducing  the  notion  of  an  optimum  size  of 
population.  As  will  be  shown  later  in  this  paper,  the  nature  of  the 
problem  requires  a  disaggregation  into  the  effects  of  differences  in 
the  absolute  size  of  populadon  and  the  effects  of  differences  in  the 
rate  of  population  growth  among  nations. 

II.  CONFLICTING   VIEWS    ON   THE    PROBLEM  OF 
POPULATION^ 

There  are  at  least  five  prominent  views  regarding  the  popula- 
tion problem  which  can  be  found  in  the  realm  of  the  international 
debate.  Each  of  them  also  provides  a  prescription  for  solutions,  or 
else  indicates  how  the  problem  cannot  be  solved. 

The  first  view  regards  the  population  problem  as  the  "tragedy 
of  the  commons"  and  argues  that  "...  the  commons,  if  justifiable 
at  all,  is  justifiable  only  under  conditions  of  low-population  densi- 
ty. As  the  human  population  has  increased,  the  commons  has  to  be 
abandoned  in  one  aspect  after  another".^  In  other  words,  with  an 
exponential  growth  of  population  in  a  finite  world,  per  capita 
share  of  the  world's  goods  must  steadily  decrease.  Therefore,  if  in- 
deed the  principles  of  a  welfare  state  are  desirable  globally,  the 
concept  of  freedom  to  breed,  coupled  with  the  belief  that  every- 
one born  has  an  equal  right  to  the  commons,  would  lock  the  world 
into  a  tragic  course  of  acdon.  Hardin,  a  leading  proponent  of  this 
view,  further  argues  that  the  "freedom  to  breed"  is  intolerable  and 
overbreeding  should  bring  its  own  "punishment".  He  is  of  the 
opinion,  however,  that  in  the  present  situation  there  is  no  technical 
solution  to  the  populadon  problem;  a  technical  soludon  "...  is  one 


2  For  an  extensive  list  of  the  various  views,  sec  Michael  S.  Teitelbaum,  "Population  and 
Development:  Is  a  Consensus  Possible"  in  Foreign  Affairs  (July  1974),  and  Krishna  Roy, 
"Population  Policy  from  the  Southern  Perspective"  in  Beyond  Dependency  (Washington, 
D.C.:  Overseas  Development  Council,  1975). 

3  See,  Garrett  Hardin,  "The  Tragedy  of  the  Commons"  in  Science  (December  13,  1968),  p. 
1248. 
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that  requires  a  change  only  in  the  techniques,  .  .  .  demanding  little 
or  nothing  in  the  way  of  change  in  human  values  or  ideas  of 
morality".*  What  is  necessary,  according  to  Hardin,  is  to  have 
some  social  arrangement  that  creates  coercion,  preferably  mutual 
coercion,  mutually  agreed  upon. 

The  second  view  argues  that  the  so-called  "population 
problem"  is  indeed  a  problem  of  resource  scarcity  and  environ- 
mental deterioration,  but  derives  primarily  from  over-consumption 
by  the  rich  nations,  and  not  from  high  fertility  in  the  developing 
countries.  On  the  other  hand,  high  ferdlity  results  from  poverty  in 
the  developing  countries,  which  in  turn  results  from  over- 
consumpdon  by  the  developed  countries.  Some  countries  have 
pointed  out  that  the  motives  of  rich  countries  to  push  developing 
countries  to  adopt  aggressive  population  programs  are  either  to 
maintain  a  status  quo  with  regard  to  existing  wealth  differentials  or 
to  buy  development  cheaply.  Others  argue  that  by  accepting  pop- 
ulation control  as  one  item  in  a  "package"  of  financial  aid, 
national  authorities  are  abdicating  their  control  over  national 
policies.  Still  others  are  of  the  opinion  that  it  is  dependent  on 
foreign  aid  that  is  mainly  responsible  for  the  continued  growth  of 
population  which  cannot  "take  care"  of  itself  and  prolong  the  sur- 
vival of  economic  and  social  structures  that  should  instead  dis- 
appear as  soon  as  possible.^ 

The  third  view  is  based  on  the  "large  numbers"  argument, 
namely  that  a  small  country  cannot  attain  a  position  of  inter- 
national influence.  Proponents  of  this  view  imply  a  relationship 
between  international  power  and  national  size.  Various  pro- 
positions have  been  used  to  support  the  existence  of  the  above 
relationship.  For  example,  a  larger  population  provides  necessary 
economies  of  scale  and  a  larger  population  base  provides  the 
necessary  supply  of  military  manpower.  On  the  other  hand,  this 
view  has  been  justified  on  the  basis  of  the  feasibility  argument, 
namely  that  improvement  in  agricultural  and  industrial 
technologies  can  accomodate  growing  numbers. 

The  demographic  transition  theory  is  the  core  of  the  fourth 
view..  It  hypothesizes  that  the  various  stages  of  fertility  and  mortali- 


4  Ibid.,  p.  1243 

5  See  Krishna  Roy,  Op.cit. 
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ty  levels  are  derivatives  of  the  fundamental  economic  and  social 
changes  of  development  (or  modernization).  In  essence,  fertility 
decline  is  a  natural  concomitant  of  economic  and  social  develop- 
ment. Its  proponent  also  argues  that  the  capacity  and  ability  of 
public  authorities  to  control  population  growth  during  the  fore- 
seeable future  through  the  techniques  now  being  advocated  will 
probably  be  of  much  less  importance  than  the  changes  in  family 
life  and  cultural  attitudes  brought  about  by  ongoing  social  and 
economic  changes. 

The  fifth  view  can  be  termed  the  development  cum  control  view. 
Its  proponents  argue  that  population  growth  control  is  essential 
for  ensuring  the  success  of  development  efforts,  and  therefore,  it  is 
an  essential  component  of  any  sensible  development  program.  The 
main  reason  is  that  reduction  in  population  will  alleviate  the 
pressure  for  non-productive  uses  of  public  resources. 

It  can  easily  be  seen  from  the  conflicdng  views  and  arguments 
above  how  difficult  it  is  to  settle  the  debate  on  the  population 
problem.  It  has  to  deal  not  only  with  the  philosophical  foundation 
of  policy  formation,  namely  ethics,  but  also  with  the  reality  of  Real- 
politik.  Considerations  of  Realpolitik  can  be  in  conflict  with  and  sup- 
press ethical  considerations,  as  shown  in  history  by  the  realm  of 
policy  formation  under  Nazi  Germany.  The  then  German  school 
of  Geopolitik  combined  Mackinder's  geopolitical  doctrine  with  the 
argument  of  population  pressure.  Haushofer  and  his  followers  ad- 
vocated for  "living  space"  (Lebensraum)  and  presented  a  series  of 
catchwords  and  phrases  in  service  of  the  proposition  that  it  was 
Germany's  manifest  destiny  to  dominate  "the  Heartland",  which 
meant,  eventually,  mastery  of  the  world. 

It  should  also  be  obvious  that  the  various  arguments  and  views 
lack  the  essential  economic  principles  in  the  formation  of  policy, 
namely  considerations  of  cost  and  benefit. 


III.  THE  NOTION  OF  OPTIMUM  SIZE  OF  POPULATION 

Considerations  of  Realpolitik  have  had  considerable  impact 
upon  population  policies  in  19th  century  Europe.  The  then  major 
political  competitors,  namely  Germany,  France,  and  Russia,  had 
given  great  attendon  to  differences  in  size  of  population  and 
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differences  in  rate  of  population  growth  amongst  them. 
Morgenthau  concluded  that  "...  a  country  inferior  in  size  of  pop- 
ulation to  its  competitor  tends  to  increase  more  rapidly".''  Such 
population  policy  was  based  on  the  propositions  that  (a)  the  size  of 
population  is  one  major  factor  upon  which  national  power  rests, 
and  (b)  the  power  of  one  nation  is  always  relative  to  the  power  of 
others.  It  was  not  an  optimum  policy  since  it  did  not  take  account 
of  constraining  factors. 

The  concept  of  optimality,  when  employed  in  the  field  of  pop- 
ulation study,  usually  relates  to  the  essentially  autonomous  nation- 
state.'  The  environment  of  the  inhabitants  of  a  nation-state,  there- 
fore, consists  primarily  of  the  physical  environment  found  within 
its  boundaries.  An  optimization  scheme  formulated  as  early  as 
1848  by  J.S.  Mill  stated  that  the  optimum  size  of  population  is  that 
which  maximizes  division  of  labor  and  average  output  (per  capita 
product)  compatible  with  the  preservation  of  the  environment.  Bas- 
ed on  his  study  in  the  late  1950s,  Robinson  concluded  that  it  is  not 
possible  to  determine  the  meaningful  population  optima  of  very 
small  countries  or  of  very  large,  poor  countries,  since  they  cannot 
meet  the  requirements  of  economic  size.  Robinson's  results  show- 
ed that  ".  .  .  most  of  the  major  industrial  economies  of  scale  could 
be  achieved  by  a  relatively  high-income  nation  of  50  million", 
whereas  those  of  10-15  million  are  "probably  too  small  to  get  the 
technical  economies  of  scale  available".*' 

However,  gains  under  static  conditions  may  considerably  differ 
from  those  under  dynamic  conditions.  On  the  one  hand,  in  an  in- 
creasingly interdependent  world,  the  "outer"  environment  of  the 
inhabitants  of  a  nation-state  is  not  limited  to  the  physical  environ- 
ment found  within  its  boundaries  but  includes  the  physical  en- 
vironment situated  outside  these  boundaries  to  which  access  is  had 
through  the  medium  of  international  exchange.  It  needs  to  be  ex- 
amined more  deeply  whether  under  certain  conditions  the 
"economic  smallness"  can  be  offset  by  international  exchange,  in- 
vestment, and  other  flows  from  country  to  counti-y.  On  the  other 


(i  Sec  Hans  Morgenthau,  Op.cit.,  p.  126 

7  Sec  Joscpli  J.  Spongier,  "Aspects  of  Optimum  Population  Tlicory  and  Practice",  in  I.Z. 
Hiisain  (cel.),  Population  Analysis  and  Studies  (Bombay:  Somaiya  Publications  Pvi  Ltd., 
1972),  p.  3-22 

S  F..A.C.  Robinson  (ed.).  Economic  Consequences  of  the  Size  of  Nations  (London,  1960),  p.  xviii 
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hand,  changes  have  taken  place  in  the  global  environment  over  the 
past  century  due  to  depletion  and  pollution.  In  this  "finite"  world, 
as  perceived  by  Hardin,  "...  a  positive  growth  rate  of  population 
cannot  be  taken  as  evidence  that  a  population  is  below  its  op- 
timum  . 

Spengler  suggested  that  the  concept  of  population  optimum 
needs  to  include  man's  "inner"  environment,  namely  elements 
which  constitute  his  capacity  to  cope  with  the  constraints  and  poten- 
tials present  in  his  "outer"  environment.  The  main  elements  are 
(a)  technological  and  technical  progress,  and  (b)  material  and  im- 
material (e.g.  human)  capital.'"  Population  size  affects  (a)  and  (b) 
mainly  through  the  medium  of  the  law  of  returns,  while  popula- 
tion growth  affects  (a)  and  (b)  by  absorbing  inputs  (resources) 
which  might  otherwise  have  been  invested  in  (a)  and  (b)  and  by 
increasing  the  fraction  of  the  annual  increment  of  capital  which 
flows  into  less  productive  sectors.  It  is  beyond  the  scope  of  this 
paper  to  examine  the  mechanics  of  these  effects  more  deeply.  To 
sum  up,  however,  increasing  returns  through  technological  and 
technical  progress  as  well  as  augmentation  of  material  and  im- 
material capital  are  necessary  to  keep  pace  with  population 
growth.  They  are  products  of  investment,  of  input-use  today  to  aug- 
ment output  tomorrow.  The  dilemma  relates  to  the  fact  that  pop- 
ulation growth  itself  absorb  inputs;  the  magnitude  of  this  absorp- 
tion rate  varies.  As  stated  by  Morgenthau,  ".  .  .  it  has  become  ob- 
vious only  in  recent  times  that  a  large  population  can  also  exert  a 
drastically  negative  influence  upon  national  power.  This  has 
happened  in  so-called  underdeveloped  nadons  . .  .  They  had  to 
divert  scarce  resources  from  development  of  their  national  power 
to  the  feeding  and  care  of  their  populations.  The  largeness  of  their 
population,  far  from  being  an  asset  for  their  national  power,  is  an 
obstacle  to  its  development.  For  such  nadons  .  .  .  population  con- 
trol is  a  precondidon  of  national  power"." 

Introducing  the  concept  of  opdmality  in  the  discussion  of  the 
population  problem  necessitates  a  clear  definition  of  the  funcdon 
to  be  optimized  (or  maximized).  Is  it  nadonal  power  or  per  capita 


9  Garrett  Hardin,  Op.cit. 

10  Sec  Joseph  J.  Spengler,  Op.cit.,  p.  13  PF 

11  Hans  Morgenthau,  Op.cit.,  p.  127 
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product  which  is  to  be  optimized?  What  does  each  of  the  above 
objective  functions  imply  about  the  size  and  rate  of  growth  of  pop- 
ulation? Is  it  possible  that  maximizing  population  maximizes 
national  power  and  at  the  same  time  maximize  per  capita  product? 
Can  we,  instead,  agree  with  Morgenthau's  contendon  that  con- 
trolling populadon  growth  is  a  precondidon  of  nadonal  power, 
because  through  such  an  action  there  is  a  greater  chance  for  in- 
creasing per  capita  product? 

It  may  be  instructive  at  this  point  to  examine  the  effects  of  pop- 
ulation size  and  populadon  growth  rates  upon  nadonal  power  and 
per  capita  product? 

IV.  THE   EFFECTS    OF   POPULATION   SIZE  AND 
POPULATION  GROWTH  RATES 

Population  Size  and  National  Power 

I  will  deal  first  with  the  reladonship  between  populadon  size 
and  nadonal  power.  Table  1  exhibits  population  esdmates  of  a 
sample  of  40  countries  totalling  to  about  83%  of  the  world  pop- 
ulation.'^ National  power  of  the  respective  countries,  specified  in 
terms  of  Cline's  "macrometric  power",  is  shown  in  Table  2.  Bas- 
ed on  these  two  figures,  one  can  rank  the  40  countries  both  in 
terms  of  their  population  size  and  in  terms  of  their  macrometric 
power.  In  fact,  for  the  sample  used  one  does  not  find  a  significant 
correlation  between  the  two  ranks.  However,  one  finds  a  signifi- 
cant correlation  between  differences  in  the  two  ranks  and 
economic  capability.  In  general,  the  greater  a  country's  economic 
capability,  the  larger  would  be  the  difference  between  its  rank  on 
the  basis  of  its  population  and  its  rank  on  the  basis  of  its  macro- 
metric  power.  Rank  (P)  —  Rank  (Mp).  In  other  words,  a  country  can 
have  a  greater  macrometric  power  relative  to  other  countries 
although  its  population  size  is  relatively  smaller  if  its  economic 
capability  is  sufficiently  high.  On  the  other  hand,  a  country's 


12  All  tables  refer  to  those  in  the  Appendix. 

13  The  method  for  assigning  the  macrometric  power-weightings  is  simple  and  crude. 
Macrometrics,  by  definition,  is  the  technique  of  measuring  in  a  broad  context  where 
precise  detail  is  not  very  significant.  See  Ray  S.  Cline,  World  Power  AssesmenL  A  Caiculus  of 
Strategic  Drift  (Washington,  D.C.:  CSIS,  1975),  and  notes  to  Table  2  in  the  Appendix. 
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TABLE  1 


COMPARATIVE  DEMOGRAPHIC  DATA  OF  40  COUNTRIES 

Population 

GNP 

Birth 

Death 

Rate  of 

Estimate 

per  capita 

Rate 

Rate 

Natural 

Country 

Mid-1978 

1976 

1976 

1976 

Increase  of 

Population 

(million) 

(US$) 

(per  1000 
population) 

(per  1000 
population) 

(annual  %) 

1 

2 

3 

4 

5 

6 

(World) 

(4,219) 

(1,650) 

(29) 

(12) 

(1.7) 

1.  PRC 

930 

410 

22 

8 

1.4 

2.  India 

634.7 

150 

34 

14 

2.0 

3.  USSR 

261 

2,760 

18 

9 

0.9 

4.  USA 

218.4 

7,890 

15 

9 

0.6 

5.  Indonesia 

140.2 

240 

38 

14 

2.4 

6.  Brazil 

115.4 

1,140 

36 

8 

2.8 

7.  Japan 

114.4 

4,910 

16 

6 

1.0 

8.  Pakistan 

76.8 

170 

44 

14 

3.0 

9.  Nigeria 

68.4 

380 

49 

21 

2.8 

10.  Mexico 

66.9 

1,090 

42 

8 

3.4 

1 1 .  West  Germany 

61.3 

7,380 

10 

12 

-0.2 

12.  Italy 

56.7 

3,050 

14 

10 

0.4 

13.  United  Kingdom 

56.0 

4,020 

12 

12 

0.0 

14.  France 

53.4 

6,550 

14 

10 

0.3 

15.  Vietnam 

49.2 

(...) 

41 

19 

2.2 

16.  Turkey 

42.2 

990 

34 

11 

2.3 

17.  Egypt 

39.6 

280 

38 

12 

2.5 

18.  South  Korea 

37.1 

670 

24 

7 

1.7 

19.  Spain 

36.8 

2,920 

18 

8 

1.0 

20.  Iran 

35.5 

1,930 

45 

14 

3.1 

21.  Poland 

35.1 

2,860 

20 

g 

1.1 

22.  Burma 

32.2 

120 

38 

15 

2  4 

23.  South  Africa 

27.5 

1,340 

40 

15 

2.5 

24.  Zaire 

26.7 

140 

45 

18 

2.7 

25.  Argentina 

26.4 

1,550 

23 

g 

1.3 

26.  Colombia 

25.8 

630 

33 

g 

2.4 

27.  Canada 

23.6 

7,510 

16 

7 

0  Q 

28.  Yugoslavia 

22.0 

1,680 

18 

g 

1  .u 

29.  Rumania 

21.9 

1,450 

20 

10 

30.  Algeria 

18.4 

990 

48 

14 

31.  Sudan 

17.1 

290 

48 

16 

32.  North  Korea 

17.1 

470 

34 

9 

2.5 

JO'    1  diwall 

1  A  Q 

1  o.y 

1,070 

26 

5 

2.1 

34.  East  Germany 

16.7 

4,220 

12 

14 

-0.2 

35.  Czechoslovakia 

15.2 

5,840 

19 

1 1 

0.8 

36.  Australia 

14.3 

6,100 

17 

8 

0.8 

37.  Netherlands 

13.9 

6,200 

13 

8 

0.5 

38.  Venezuela 

13.1 

2,570 

36 

7 

3.0 

39.  Belgium 

9.9 

6,780 

12 

12 

0.0 

40.  Saudi  Arabia 

7.8 

4,480 

49 

19 

3.0 
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TABLE  I  (coiiliniied) 


1 

2 

3 

4 

5 

6 

1  InHiiKfrial 

1.  lllULOlllnl 

Countries 

686.2 

5,144.2 

0.6 

II.  Centrally 

Planned 

Economies 

1,368.2 

1,853.8 

1.2 

III.  Less 

Developed 

Countries 

1,441.2 

993.7 

2.5 

Source:  1978  World  Population  Data  Sheet  of  the  Population  Reference  Bureau,  Inc.  (Washington, 
D.C.:  PRB,  1978) 

World  Bank,  World  Development  Report,  1978 


TABLE  2 


MACROMETRIC  POWER 

Macromctric 

Critical 

Economic 

Military 

Rank(P) 

Country" 

Power'' 

mass'' 

Capability 

Capability 



(weights) 

(weights) 

(weights) 

(weights) 

Rank(Mp).'' 

1 

2 

3 

4 

5 

6 

1.  PRC 

23 

10 

7 

6 

-  2 

2.  India 

16 

9 

4 

3 

-  7 

3.  USSR 

45 

10 

16 

19 

+  1 

4.  USA 

50 

10 

20 

20 

+  3 

5.  Indonesia 

12 

8 

2 

2 

-  8 

6.  Brazil 

16 

9 

5 

2 

-  4 

7.  Japan 

17 

6 

10 

1 

-  1 

8.  Pakistan 

11 

6 

I 

4 

-  7 

9.  Nigeria 

1 1 

6 

2 

3 

-  7 

10.  Mexico 

11 

7 

4 

0 

-  7 

1 1.  West  Germany 

18 

5 

10 

3 

+  4 

12.  Italy 

15 

5 

7 

3 

+  1 

13.  United  Kingdom 

19 

5 

8 

6 

+  7 

14.  France 

20 

5 

10 

5 

+  10 

15.  Vietnam 

9 

5 

0 

4 

-  10 

16.  Turkey 

11 

6 

2 

3 

_  9 

17.  Egypt 

9 

5 

1 

3 

-  7 

18.  South  Korea 

8 

3 

2 

3 

-  8 

19.  Spain 

10 

4 

4 

2 

-  2 

20.  Iran 

14 

6 

5 

3 

+  8 

21.  Poland 

1 1 

4 

5 

2 

+  3 

22.  Burma 

7 

5 

0 

2 

-  9 

23.  South  Africa 

1 1 

5 

6 

0 

+  3 

24.  Zaire 

6 

6 

0 

0 

-  12 

25.  Argentina 

10 

7 

3 

0 

3 

26.  Colombia 

6 

5 

1 

0 

-  9 

27.  Canada 

20 

8 

11 

1 

+  22 

28,  Yugoslavia 

8 

4 

2 

2 

+  1 

29.  Rumania 

7 

3 

3 

1 

-  3 
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TABLE  2  (continued) 


1 

2 

3 

4 

5 

6 

30.  Algeria 

6 

5 

1 

0 

—  7 

3L  Sudan 

7 

5 

U 

g 

32.  North  Korea 

6 

2 

r\ 
(j 

—  0 

33.  Taiwan 

0 

8 

2 

o 
I 

A 

-r  0 

34.  East  Germany 

i 

c 
J 

Q 

4.   1  1 

35.  Czcclioslovakia 

8 

2 

4 

2 

+  6 

36.  Australia 

12 

5 

7 

0 

+  22 

37.  Nederlands 

8 

1 

6 

1 

+  7 

38.  Venezuela 

6 

3 

3 

0 

-  1 

39.  Belgium 

6 

0 

5 

1 

-  1 

40.  Saudi  Arabia 

7 

3 

2 

2 

+  6 

a    Ranked  according  to  size  of  population  (see  Table  U 

b    Based  on  Ray  S.  Cline,  World  Power  Anesiment,  A  Calculus  of  Strategic  Drift  (Washington, 
D.G.:  CSIS,  1975) 

Macrometric  Power  =  Critical  Mass  +  Economic  Capability  +  Military  Capability 
c    Critical  Mass  =  Population  +  Territory 

(1    Dillcrcnces  between  country-rank  according  to  population  size  (P)  and  country-rank  ac- 
cording to  macrometric  power  (Mp  ) 


Graph  1 :  Relationship  between  Economic  Capability  and  Difference  in  Rank  by  Popula- 
tion and  Rank  by  Macrometric  Power 

y:  Rank  (P)-  Rank  (Mp) 


-  10  .. 
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macrometric  power  tends  to  be  lower  relative  to  other  countries 
even  if  its  population  size  is  relatively  larger  if  its  economic  capabi- 
lity is  low.  In  fact  the  magnitude  of  this  relationship  differs  by  size 
of  population.  Countries  with  a  population  size  greater  than  50 
million  needs  to  increase  their  economic  capability  by  about  3.5 
times  more  (in  terms  of  additional  weights)  than  countries  with  a 
population  size  less  than  30  million  to  achieve  one  rank-unit  in 
closing  the  gap  between  its  rank,  on  the  basis  of  its  population  and 
its  rank  on  the  basis  of  its  macrometric  power  (see  Graph  1). 

The  examination  above  suggests  that  (a)  it  is  not  correct  that 
the  larger  the  population  of  a  country  the  greater  the  power  of  that 
country,  and  (b)  a  larger  population  becomes  a  liability  in  terms  of 
national  power  if  per  capita  product  is  low. 

Population  Growth  Rate  and  Per  Capita  Product 

Populadon  growth  rates  and  per  capita  GNP  are  shown  in 
Table  1  for  the  sample  of  40  countries.  Grouping  the  countries 
into  industrial,  centrally  planned,  and  less  developed  countries, 
one  finds  a  negative  correlation  between  population  growth  rates 
and  per  capita  GNP.  On  average,  industrial  countries  with  a  pop- 
ulation growth  rate  of  0.6%  have  a  per  capita  GNP  of  US$  5,144.2 
(in  1976),  centrally  planned  economies  with  a  population  growth 
rate  of  1.296  have  a  per  capita  GNP  of  US$  1,853.8,  and  less 
developed  countries  with  a  population  growth  rate  of  2.596  have  a 
per  capita  GNP  of  US$  993.7.^*  Simply  stating  this  correladon  does 
not  imply  any  causal  reladonship. 

A  causal  relationship  between  these  two  variables,  as  suggested 
by  the  demographic  transidon  theory,  underlies  the  debate  at  the 
World  Population  Conference  in  Bucharest.  The  theory 
characterizes  three  stages  of  fertility  and  mortality  levels  and  views 
them  as  derivative  from  economic  and  social  changes  brought 
about  by  development.  Proponents  of  this  view  suggest  that 
"development  is  the  best  contraceptive". 

The  relevance  of  the  demographic  transition  theory  for 
developing  countries  has  been  quesdoned  on  various  grounds." 


14  li  sliould  be  noted  tliai  dicsc  averages  arc  not  weighted  averages. 

I.'j  Sec  Mil-had  S.  Teitelhauin,  "Relevance  of  Demographic  Transition  Thcoi7  for  Develop- 
ing Countries",  in  Science  (May  2,  1975),  pp.  420-425 
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First,  the  theory  is  a  descriptive  interpretation  of  the  transforma- 
tion that  took  place  in  European  demographic  patterns  during  the 
19th  century.  Second,  the  theory  lacks  measurable  mechanism  of 
causation.  Third,  the  theory  lacks  a  definite  dme  scale.  What  has 
been  accepted  from  this  theory  is  the  general  hypothesis  that  mor- 
tality responds  more  quickly  than  ferdlity  to  the  forces  of  medicine 
and  development.  This  can  be  shown  from  Graph  2. 

Graph  2:  Relationship  Between  Per  Capita  GNP  And  Fertility/Mortality  Levels 

Fertility  Rate  (A) 
Mortality  Rate  (B) 
(per  1000  population) 
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Two  questions  of  scientific  and  policy  significance  arise  in  the 
application  of  the  demographic  transition  theory.  The  first  ques- 
tion regards  the  sufficiency  of  the  levels  of  development  which 
many  developing  countries  can  realistically  undertake  to  establish 
the  precondition  for  "natural"  fertility  decline.  Second,  if  such 
declines  do  occur,  will  they  occur  soon  enough  and  at  a  pace  rapid 
enough  to  compensate  for  the  sharply  increased  pace  of  mortality 
decline  and  higher  initial  fertility  levels .^^ 
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Looking  at  the  fertility  and  mortality  curves  for  developing 
countries  as  shown  in  Graph  2,  one  cannot  easily  conclude  that  the 
gap  between  fertility  and  mortality  levels  can  be  closed  in  the  near 
future. 

We  may  want  to  return  to  our  previous  discussion  and  hypo- 
thesize that  while  larger  population  provides  the  necessary  condi- 
tion for  economies  of  scale,  poor  countries  simply  cannot  make 
use  of  them,  either  because  capital  absorptive  capacity  is  low  or  the 
potential  plough-back  of  returns  from  capital  investment  is  steadi- 
Iv  eaten-up  by  population  increases.  Table  3  shows  that  over  the 
period  1970-1976  investment  per  capita  in  low-income  developing 
countries  grew  only  by  about  2.696  per  annum  while  middle-  and 
high-income  developing  countries  had  obtained  around  12.5% 
growth  of  per  capita  investment. 

Population  Size  and  Per  Capita  Product 

External  capital  (including  aid)  has  been  viewed  as  an  instru- 
ment for  filling  the  savings-investment  gap,  namely  to  break  the 
bottleneck  of  development.  In  fact,  as  shown  in  Table  4,  the  in- 
flow of  foreign  capital  per  capita  diminishes  with  both  a  lower  in- 
come level  and  a  higher  population.  In  1976,  of  total  external 
capital  inflow  to  the  public  sector  in  78  developing  countries,  ex- 
ternal capital  per  capita  of  countries  with  a  population  less  than  5 
million  was  about  US$  43,  while  external  capital  per  capita  of 
countries  with  a  population  greater  than  100  million  was  about 
US$  9.  Similarly  it  was  about  US$  57  for  high-income  countries 
and  about  US$  6  for  low-income  countries.  This  pattern  of  dis- 
tribution applies  to  both  market  and  non-market  allocation  of  in- 
ternational capital  (see  Table  4).  This  suggests  that  large  but  poor 
countries  are  being  "sanctioned",  in  the  sense  that  external  capital 
to  breaking  the  bottleneck  of  development  is  not  sufficiently  forth- 
coming. 

V.  CONCLUDING  REMARKS 

As  can  be  expected,  international  discussions  of  the  population 
problem  inevitably  lead  to  the  link  between  population  policies  in 
developing  countries  and  development  assistance  from  developed 
countries.  It  is  through  this  link  that  the  population  factor 
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becomes  a  subject  of  both  international  conflict  and  international 
cooperation. 

Suppose,  one  agrees  that  development  is  sufficient  to  bring 
about  adequate  prompt  fertility  reduction  at  an  acceptable  tempo. 
To  realize  this  proposition,  it  can  be  imagined  that  a  quite  a  sub- 
stantial amount  of  resources  and  efforts  is  needed.  The  huge  ex  ante 
savings-investment  gap  may  not  easily  be  bridged,  especially  for 
large  low-income  countries.  The  debate,  then,  turns  to  the  ade- 
quacy of  international  assistance.  Many  pointed  out  to  the  low 
levels  of  OfTical  Development  Assistance  provided  by  donor  coun- 
tries, and  the  trend  has  been  steadily  declining.  In  1960,  ODA 
amounted  to  0.32%  of  donor  countries'  GNP,  0.44%  in  1965,  and 
0.33%  in  1976."^ 

This  fact  leads  to  the  second  proposition,  namely  that  develop- 
ment alone  is  not  sufficient  and  direct  "voluntary"  efforts  to  con- 
trol population  growth  are  needed  to  accelerate  the  demographic 
impacts  of  development.  Given  the  initial  high  rates  of  population 
growth  experienced  in  most  developing  countries  (2.5%  on 
average),  the  rates  of  population-related  growth  in  demand  for 
basic  necessities  and  for  social  investment  are  high  as  well.  Such 
demand  compete  with  those  for  investment  in  productive  sectors. 
But  "voluntary"  efforts  themselves,  to  be  adequate,  can  be  a  great 
burden.  If  international  assistance  figures  can  be  broken  down  into 
assistance  for  productive  and  non-productive  purposes,  the  former 
may  be  far  from  sufficient  to  break  the  bottleneck  of  develop- 
ment. This  is  perhaps  more  true  at  present  than  in  the  past. 

This  leads  to  the  third  proposition,  namely  that  both  develop- 
ment and  voluntary  restraint  are  neither  sufficient  nor  adequate, 
and  coercive  population  policies  are  necessary.  The  question  now 
regards  the  form  of  coercion  and  who  applies  it  against  whom. 
Coercion  in  the  international  arena  is  the  application  of  power, 
namely  the  ability  of  the  government  of  one  state  to  cause  the 
government  of  another  state  to  do  something  which  the  latter 
otherwise  would  not  choose  to  do.  It  remains  to  be  examined 
whether  development  assistance  has  been  used,  and  effectively  us- 
ed, as  an  instrument  of  coercion,  as  some  have  contended.  Is  there 
an  alternative  to  this?  How  about  Hardin's  suggestion  to  establish 
some  international  arrangement  which  creates  "mutual  coercion, 
mutually  agreed  upon".^ 

16  Sec  World  Bank,  World  Development  Report,  1978,  Annex 
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B.  DARUS 


INTRODUCTION 

The  Indonesian  Archipelago  lies  between  the  Pacific  and  the 
Indian  Ocean,  and  between  the  continents  of  Asia  and  Australia. 
Indonesia  thus  occupies  a  strategic  position  among  Nations,  both 
because  of  its  "crossroad"  position  and  its  substantial  marine 
wealth.  The  sea  must  always  be  viewed  strategically,  because  its 
natural  wealth  can  be  utilized  to  increase  the  properity  of  the  peo- 
ple and  hence  contribute  to  national  resilience,  particularly  in  the 
areas  surrounding  the  Straits  of  Malacca. 

The  rural  areas  along  the  Eastern  Coast  (Strait  of  Malacca)  and 
the  Western  Coast  of  North  Sumatra,  need  to  be  appropriately 
developed,  both  geographically  and  demographically,  within  the 
broader  context  of  territorial  and  regional  development. 

RURAL  COMMUNITY  DEVELOPMENT 

The  stages  of  rural  community  development  started  with  the 
swadaya  (traditional)  village,  moved  toward  the  swakarya  (tran- 
sitional) village,  and  further  towai'ds  a  swasembada  village 
(developed),  which  is  also  called  a  Pancasila  village.  The  strategy  of 
village  development  is  based  on  an  agricultural  village  and  coastal 
area  development.  This  typology  of  village  development  must  be 
viewed  in  conjunction  with  the  feasibility  of  restructuring  the 
Province  of  North  Sumatra  into  the  following  territories: 

a.  The  East  Coastal  area,  comprising  the  regencies  of  Langkat, 
Deli  Serdang,  Asahan,  Labulian  Batu  and  Simalungun,  where 
many  coastal  and  agricultural-villages  are  located. 

b.  The  mountainous  area,  comprising  the  regencies  of  Karo, 
Dairi,  North  Tapanuli  and  part  of  Simalungun,  where  agri- 
cultural villages  are  located  (rice  and  non-rice). 
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c.  The  West  Coastal  area,  comprising  the  regencies  of  Central 
Tapanuli,  South  TapanuH  and  a  small  part  of  Dairi,  which  are 
agricultural  and  coastal  villages. 

Development  efforts  in  the  villages  will  be  carried  out  accor- 
ding to  different  operational  policies  pursuant  to  their  respective 
potentials.  Efforts  will  be  made  to  invest  capital  in  villages  with 
high  potentialities,  while  activities  to  increase  production  will  be 
undertaken  in  villages  with  low  potendalities.  In  this  strategy  one 
has  to  consider  the  variety  of  commodities  to  be  traded  between 
islands  and  the  flow  of  staple  commodities  to  be  distributed  to 
rural  areas  (and  which  consequently  must  be  transported  to  the 
hinterland)  so  that  there  will  be  a  complementary  two-way  traffic. 

COASTAL  AREA  DEVELOPMENT 

The  Coastal  Area  Development  constitutes  an  integral  part  of 
Rural  Community  Development.  The  people  living  along  the  coast 
of  the  Straits  of  Malacca,  and  throughout  Indonesia,  need  a 
strategic  pattern  of  conceptional  development  planning  which  is  a 
key  component  of  National  Development.  The  terminology  of 
rural  development  which  will  be  the  focus  of  the  Third  Five-year 
Development  Plan  should  be  elaborated  as  follows: 

a.  Rural  Development 

b.  Coastal  Area  Development 

c.  Mountainous  Area  Development 

d.  Urban  Area  Development 

Coastal  Area  Development  is  in  essence  the  udlization  of 
marine  resources  to  advance  the  livelihood  of  the  people  in  con- 
junction with  development  at  both  the  regional  and  national  levels. 
As  a  result,  there  will  be  more  solid  preparations  for  making  the 
villages  the  foundation  of  nadonal  development  in  the  Third  Five- 
year  Development  Plan,  which  aims  at  increasing  the  level  of  self- 
support. 

AREA  DEVELOPMENT 

Area  development  constitutes  development  of  territories  or 
localities  (kampung)  in  a  district  or  in  a  regency.  During  the  first 
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and  second  Pelita  (Five-year  Development  Plan)  the  sea  was  merely 
looked  upon  from  its  sectoral  viewpoint,  which  means  that  it  was 
expected  to  aid  long-term  GN?  growth  by  stimulating  foreign  and 
domestic  capital  investors  to  process  the  produce  of  the  sea  by 
means  of  advanced  technology.  As  a  result,  the  people  of  the 
coastal  areas  along  the  Straits  of  Malacca  complained  that  they  had 
lost  the  benefit  of  the  sea  around  them  and  were  being  deprived  of 
their  livelihood  through  the  operations  of  trawlers  using  trawl-nets 
along  the  sea  bottom. 

THE  MEANING  OF  COASTAL  AREA-DEVELOPMENT 

The  first  Five-year  Development  Plan  (Repelita)  has  elaborated 
upon  the  division  of  the  villages,  their  potential  value,  their  ex- 
emplary role,  and  the  problems  pertaining  to  village  community 
life.  The  crux  of  the  matter  is  the  basic  capital  that  comprises  man- 
power and  land  for  agriculture,  where  the  cultivators  are  called 
farmers.  The  coastal  villages  are  analogous  to  the  these  agrovil- 
lages  because  the  basic  capital  here  comprises  manpower  and  the 
sea,  as  a  means  of  livelihood,  whilst  the  people  are  called  fisher- 
men. Village  development  is  oriented  towards  the  development  of 
man's  welfare  potentials,  which  is  in  accordance  with  develop- 
ment planning  and  goals,  that  is,  by  men  and  for  men's  spiritual 
and  physical  well-being.  Hence  similar  characteristics  can  be  at- 
tributed to  the  problem  of  coastal  area  development.  The  increase 
of  production  should  be  linked  to  prosperity  in  the  form  of  ex- 
panded job  opportunities.  Accordingly  coastal  area  development 
constitutes  a  complementary  component  in  both  regional  and 
national  development. 

The  coastal  villages  are  situated  by  the  sea;  consequently  the 
livelihood  of  the  majority  of  the  population  depends;  directly  or 
indirectly  on  the  produce  of  the  sea.  The  strategy  of  fishing  is  an 
economic  activity  analogous  to  that  of  agriculture.  It  becomes  evi- 
dent now  that  the  sea  should  not  only  be  regarded  as  a  traffic  gate, 
but  should  also  be  related  to  matters  concerning  national 
economic  development.  The  sea,  because  its  natural  resource 
potential  is  so  significant  in  the  world  of  trade,  economics  and 
security,  must  also  be  related  to  the  people's  prosperity.  In  this  way 
the  trilogy  of  development  will  be  created,  namely  socio-political 
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Stability,  an  increasingly  steady  economic  growth,  and  the  equal 
distribution  of  the  people's  income. 

THE  TERM:  FISHING 

The  Indonesian  term  'perikanan'  is  adapted  from  the  word 
'fishing'  and  is  closely  related  to  the  nodon  of  sea  produce  which  is 
commercial  (commercial  fishing).  By  using  the  word  'fishing'  peo- 
ple tend  to  associate  it  with  sea  products  and  their  marketing.  Peo- 
ple are  apt  to  forget  that  it  also  concerns  people  living  in  remote 
coastal  villages  away  from  communication,  who  are  known  as 
fishermen. 


PRESUMPTIONS 

A  study  on  the  regional  GNP  of  the  province  of  North  Sumatra 
in  1969/1975  revealed  that  the  income  increase  per  capita  in  urban 
areas  is  higher  than  that  of  the  rural  areas,  since  development  of  all 
kinds  occurs  in  urban  areas.  Unemployment  and  underemploy- 
ment have  caused  people  to  urbanize  from  rural  areas  where  there 
is  practically  no  agricultural  productivity  and  export  of  processed 
goods.  This  is  due  to  the  fact  that  information  on  the  development 
of  trade  and  agro-industry  has  not  yet  penetrated  to  rural  areas. 
This  low  productivity  growth  rate  has  increased  under- 
employment and  widened  the  gap  between  rural  and  urban  areas. 
Furthermore,  urbanization  has  caused  unemployment  in  the  urban 
areas.  This  situation  will  become  worse  if  no  steps  are  taken  to 
remedy  this  problem. 

Labour  intensive  fishing  will  not  develop  without  appropriate 
management  of  the  regional  Government  toward  the  bank-ability 
scale.  At  the  same  time,  the  large  fishing  operations,  which  are 
mostly  owned  by  foreign  entrepreneurs  and  large-scale  en- 
trepreneurs, are  growing  at  a  rapid  pace. 

The  imbalance  between  large-scale  and  small-scale  enterprises, 
aggravated  by  the  indefinite  limitations  of  the  operational 
territories  of  the  two  groups,  and  the  unavailability  of  rich  fishing 
ground  for  the  economically  weaker  group,  may  lead  to  a  physical 
clash  between  the  two  groups  which  will  be  detrimental  for  them. 
If  the  small  fishery  is  not  fostered  conceptionally  by  the  Regional 
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Government  and  embodied  in  the  Regional  Development  Pattern, 
in  the  long  run  the  strong  capital  ow^ners  will  inevitably  cause  the 
coastal  villagers  to  migrate  to  the  hinterland.  This  migration  will 
result  in  social  tension  with  all  its  implications  in  the  hinterland. 
The  flow  of  the  people  to  the  hinterland  will  open  the  door  for  un- 
wanted elements  to  engage  in  illegal  activities  since  there  will  not 
be  enough  fishermen,  particularly  in  the  Straits  of  Malacca,  to  act 
as  "guardians"  of  the  archipelago  concept.  All  these  factors  may 
be  detrimental  to  the  Hankamnas  (National  Defence  and  Securi- 
ty) in  the  coastal  regions  of  East  Sumatra,  where  the  loyalty  and 
patriotism  of  the  local  people  are  expected  to  prevail,  especially  in 
defending  themselves  against  hostile  elements,  both  in  the  short 
and  long  term. 

The  customary  legal  right  of  the  people  of  the  coastal  areas  to 
cultivate  the  waters  covering  'rifle  shot  distance',  as  a  life  space  and 
livelihood,  needs  to  be  preserved. 

If  marine  resources  are  not  clearly  linked  to  area  development 
efforts,  the  coastal  villages,  totaling  219,  will  not  be  developed 
toward  the  level  of  self-support  as  Pancasila  Villages  by  the 
regional  (Regency)  government  in  accordance  with  the  strategy  of 
rural  development.  If  this  is  the  case,  then  the  economically  weaker 
group's  share  in  foreign  exchange  earnings,  which  totaled  US$  30 
million  in  1977  or  2596  of  national  foreign  exchange  earnings 
originating  from  sea  produce,  will  be  wasted.  Regional  develop- 
ment in  the  regencies  will  not  be  successful  if  the  small  fishery  in- 
dustries (micro)  are  not  based  on  the  interests  of  area  development 
in  the  regencies  (macro). 

The  balance  between  area  and  sectoral  development  as  stated 
in  the  GBHN  (Broad  Oudines  of  State  Policy)  cannot  be  con- 
cretisized  if  the  development  of  the  fishing  or  subsector  does  not 
benefit  the  regional  development  in  the  regencies.  And  the  focus  of 
the  strategy  of  the  third  Repelita  will  not  be  achieved  if  there  is  no 
manpower  planning  in  small  scale  fishing  on  the  coastal  area. 

APPROACH 

Discussions  on  coastal  area  development  may  be  approached 
from  the  viewpoint  of  growth  and  prosperity,  in  addition  to 
defense  and  security  considerations.  These  two  main  approaches 
are  inseparable  in  the  context  of  regional  development. 
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PROSPERITY 

The  aim  of  coastal  area  development  in  the  development  and 
prosperity  approach,  is  to  raise  the  socio-economic  standard  of  the 
coastal  area  community  through  modernization  of  the  fisheries 
(and  other  activities  linked  to  marine  resources).  The  term  'moder- 
nization' refers  to  the  application  of  simple  technology  to  employ- 
ment opportunity  as  a  priority  of  area  development.  In  this  regard 
it  should  be  noted  that  the  present  living  standard  of  the  coastal 
area  community  in  North  Sumatra  is  still  very  low  in  comparison 
with  other  social  communities  such  as  farmers. 

Starting  from  the  strategy  of  the  area  development  of  North 
Sumatra,  particularly  the  coastal  area,  one  should  speculate  on 
what  kind  of  project  will  activate  the  people  of  the  coastal  areas  to 
accelerate  the  economic  mechanism  of  the  coastal  villages  so  that 
the  traditional  villages  will  become  developed  ones. 

During  the  second  Pelita,  the  regional  government  of  North 
Sumatra  gave  their  first  priority  to  the  development  of  some  regen- 
cies (kabupaten)  that  were  left  behind  by  the  other  regencies  and  to 
the  development  of  coastal  villages  estimated  to  affect  the  hinter- 
land with  their  3 -year  development  program.  Integrated  coastal 
development  projects  are  those  that  will  be  centred  around  a  cer- 
tain locality  in  area  development-oriented  regencies.  This  kind  of 
approach  aims  at  systematic  utilization  of  available  manpower, 
which  together  with  relatively  small  capital  inputs  may  help  over- 
come capital  stagnation  and  alleviate  social  problems  in  those 
regions  by  increasing  productivity  and  job  opportunities,  thus 
leading  to  the  equal  distribution  of  the  people's  income. 


SECURITY 

Under  the  light  of  defence  and  security  interests  in  the  context 
of  Area  and  Territorial  Development,  it  is  of  vital  importance  to 
prepare  and  cultivate  the  coastal  regions,  particularly  those  of  the 
Straits  of  Malacca,  which  may  become  an  effective  safeguard 
against  threats,  either  in  the  form  of  subversion  or  enemies  in  an 
open  war.  The  vital  aim  of  creating  mental  and  physical  resilience 
within  the  coastal  area  community  will  be  the  improvement  of 
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socio-economic  life  and  ideology,  aside  from  increasing  expertise 
and  skills. 

POLICY 

It  is  urgent  that  the  macro  and  micro  concept  be  comprehen- 
sively linked  to  the  economy  of  the  coastal  villages.  The  education 
of  micro  fishery  agents,  for  example,  as  the  core  sector  w^hich  is 
supported  by  other  subsector  projects,  such  as  fisheries  in  brackish 
water  ponds  (pertambakan),  coconut  plantations,  duck  rearing  and 
handicraft,  should  be  explicitly  oriented  tovs^ards  the  interests  of 
regional  development  in  the  regencies.  This  should  be  ac- 
complished in  the  form  of  a  relationship  between  employment, 
regional  revenues,  and  the  equal  distribution  of  the  population's 
income  (macro)  in  the  regencies.  By  combining  the  macro  and 
micro  concepts,  it  will  be  possible  for  the  regional  (regency) 
government  to  direct  the  regions  toward  a  well-oriented  oriental 
regional  development  plan. 

The  area  development  of  the  coastal  regions  will  be  activated 
by  the  inter-sectoral  development  and  education  of  development 
agents  in  the  context  of  regional  development  in  the  regencies 
(kabupaten).  The  expansion  of  employment  in  the  rural  regions,  as 
emphasized  in  the  Third  Repelita  Strategy,  needs  to  be  con- 
cretisized  systematically  through  manpower  planning  at  the  coastal 
village  level  and  should  be  based  on  the  mechanization  program 
by  stages  (simple  technology)  in  improving  the  quality  of  the 
equipment  and  the  diversification  of  activities  in  the  respective 
subsectors. 

By  using  the  'prosperity  approach',  particularly  the  one  that  is 
connected  with  the  reciprocal  relationship  between  the  urban  and 
rural  regions,  the  rural  community  need  to  be  encouraged  by 
means  of  project  programs  which  activate  the  mechanism  of  the 
sectoral  economy  and  the  participation  of  the  people,  so  that  the 
village  will  be  developed  from  traditional  towards  self-support 
(Pancasila  village).  In  the  implementation  of  this  approach,  a 
scheme  is  programmed  to  build  various  economy  —  generating 
projects.  These  are  known  as  the  "integrated  coastal  development 
projects",  and  are  situated  in  seven  localides,  with  Model  Villages 
thus  becoming  Development  Centres. 
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The  three-year  Coastal  Area  Development  Program  of  the 
province  of  North  Sumatra  has  been  planned  and  coordinated  by 
the  Provincial  Government  (Bappeda  =  Regional  Planning  Board) 
so  that  the  economic  growth  of  all  sub-sectors  and  cross-sectors 
(such  as  manpower  planning  and  financing)  run  parallel  and  are 
synchronized  to  overall  development  aims.  It  is  expected  that 
within  three  years  the  economic  development  of  the  sub-sectors 
will  be  active  in  7  Model  Villages  in  the  form  of  actual  operadons 
of  the  second  mechanism,  which  when  supported  by  the  active  par- 
dcipadon  of  the  people,  will  accelerate  regional  economic 
development.  It  is  those  developed  model  villages  that  will  repre- 
sent the  exemplary  pattern  of  the  economy  of  the  coastal  villages. 


THE  PRINCIPAL  POLICIES 

The  main  policies  that  need  to  be  outlined  by  the  regional 
government  of  North  Sumatra  can  be  explained  as  follows: 

There  is  an  urgent  need  for  area  development  which  is  closely 
connected  with  Hankamnas  (National  Defence  and  Security)  in  the 
context  of  increasing  maritime  economic  potentials. 

The  principal  policies  are  as  follows: 

The  expansion  of  the  concept  of  Bimas  Mass  Guidance  (or  a 
kind  of  Bimas)  enables  the  fishermen  (including  those  of  the 
Brackish  water  ponds),  duck  rearers,  and  coconut  farmers  to  own 
individual  equipment  for  production  while  facilities  for  services, 
processing  and  transportation  can  be  collectively  owned.  The  dis- 
persion of  individual  ownership  will  facilitate  the  realization  of  the 
cooperative  mechanism.  The  technical  part  of  the  policy  program 
constitutes  a  mechanization  and  development  program  toward 
"One  Coordinated  Operation". 

In  connection  with  the  integrated  business  (micro),  it  is  im- 
perative that  a  vehicle  act  as  a  means  of  transportation  and  as  a 
stimulant  towards  development  in  rural  regions.  This  development 
is  directed  at  preparing  the  people  towards  self-reliance  and  later 
toward  achieving  the  "bank-ability  level"  with  the  support  of  the 
regional  government  development  budget. 

To  this  end  there  are  also  the  "integrated  projects"  which  con- 
stitute the  stardng  point  of  the  development  of  potendals  and 
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dynamics  of  the  rural  community.  The  projects  will  be  managed  by 
the  KUD  (Village  Cooperative  Units)  system  or  the  Project 
Management  Unit  (PMU),  similar  to  that  of  the  Coconut  Working 
Centre  project  whose  manager  is  assisted  by  university  graduates. 
These  projects  will  lead  the  people  towards  self-support  with  the 
help  of  information,  technical  and  capital  aids  from  the  regional 
government,  banks,  and  foreign  project-aids.  To  obtain  an  effec- 
tive combination  of  projects,  the  infrastructure  facilities,  including 
roads  and  electric  power,  should  be  prepared. 

The  sole  administrator,  namely  the  public  administrator, 
development  administrator  and  administrator  of  the  local  people, 
is  the  Governor.  It  was  emphasized  in  the  First  Repelita  that 
regional  initiatives  were  required  and  should  thus  be  developed  at 
the  maximum. 

The  planning  and  activity  patterns  at  the  national  and  regional 
levels  may  be  effectively  mobilized  towards  support  of  one  another. 

The  Governor,  the  principal  administrator  of  the  province  of 
North  Sumatra,  acts  as  the  agent  of  development.  As  such,  the 
Governor  has  been  directly  involved  in  the  coastal  area  develop- 
ment programs  to  bring  the  maritime  economic  strategy  into  effect 
for  the  benefit  of  regional  development  (regional  planning),  by 
overcoming  stagnant  conditions  and  moving  towards  self- 
propelled  growth.  For  example,  it  is  the  duty  of  the  regional 
government  to  supervise  the  development  of  certain  sea  boun- 
daries for  labour  intensive  fishing. 

Land-use  planning  should  also  be  applied  to  coastal  areas  so  as 
to  accelerate  development  in  coastal  areas. 

PLANNING 

The  central  target  of  the  components  of  coastal  area  develop- 
ment is  essentially  the  utilization  of  sea  yields  and  their  contribu- 
tion to  future  coastal  area  development.  Labour  intensive  fishing 
needs  to  be  developed  and  its  share  should  be  directed  towards 
regional  development.  The  project's  contribution  to  the  area 
development  in  one  village  locality  can  be  illustrated  as  follows: 

1.    Capital  mobilization  to  stimulate  investments  for  the  realiza- 
tion of  the  economic  mechanism  of  the  coastal  village. 
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2.  Sea  produce  as  a  source  of  foreign  exchange  earnings. 

3.  Employment  opportunity 

4.  Explorations  of  new  income  sources  for  the  Kabupaten  which 
are  needed  to  finance  rural  development. 

5.  Sources  of  food  (from  protein). 

Stardng  from  the  objective  conditions  and  available  resources 
in  the  coastal  areas  of  North  Supiatra,  the  regional  government  has 
formulated  appropriate  programs  to  activate  the  potentials  of  the 
coastal  villages  through  systematic  and  continous  preparations.  All 
plans  have  been  orderly  arranged,  either  the  coordination  of  inter- 
sectoral  development  projects  or  the  cross-sectoral  activities  such 
as  financing  and  the  provision  of  jobs.  This  constitutes  an  in- 
tegrated component  of  the  development  of  the  small-scale  entre- 
preneurs who  are  the  field  agents  and  economic  motors,  thus 
revealing  the  mechanism  of  the  people's  participation.  A  strong 
foundation  for  the  development  of  the  small  scale  enterprises 
mechanism  one  that  is  supported  by  a  conceptual  framework  and 
an  operational  policy,  will  ensure  a  higher  prosperity  level  for  the 
coastal  communities. 

Such  long-range  planning  represents  an  increase  in  the  coastal 
community's  ability  to  improve  the  present  bleak  situation,  and  to 
lead  the  people  toward  a  more  prosperous  life.  Short-range  plan- 
ning meanwhile,  seeks  to  establish  exemplary  coastal  economic 
villages  based  on  the  3  year  program. 


BASIC  DEVELOPMENT  PATTERN 

Based  on  the  geography  of  North  Sumatra,  the  coastal  villages 
of  North  Sumatra  can  be  divided  into  two  regions: 

1.  The  Eastern  coastal  regions  (the  Straits  of  Malacca),  encom- 
passing the  regencies  (kabupaten)  of  Langkat,  Deli  Serdang, 
Asahan  and  Labuhan  Batu. 

2.  The  Western  coastal  regions  (Indian  Ocean),  comprising  the 
regencies  of  South  Tapanuli,  Central  Tapanuli  and  Nias. 

The  two  coastal  regions  have  in  general  the  same  economic  ac- 
tivities. Up  to  now  the  most  striking  economic  activities  have  been 
small  scale  fishing,  coconut  farming,  duck  rearing  and  handi- 
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crafts,  while  brackish  water  pond  fishing  is  only  possible  in  the 
Straits  of  Malacca. 

Each  region  has  its  own  primary  and  secondary  facilities  and 
characteristics  that  outline  the  potentials  of  the  region.  The 
primary  factors  are  the  economic  potentials  plus  the  available 
manpower,  while  the  secondary  factors  comprise  skills,  marketing 
and  communication  methods,  socio-cultural  variables,  etc.  In 
order  to  evaluate  the  potentials  for  development  both  supporting 
and  obstructing  factors  should  be  taken  into  account.  And  these 
factors  include  internal  as  well  as  external  matters.  The  internal 
supporting  factors  are  swadaya  (traditional),  swakarya  (tran- 
sitional) and  swasembada  (developed),  which  constitute  the  fund 
and  forces  of  the  people  in  mobilizing  economic  activities;  the  ex- 
ternal ones  are  the  initial  action  of  the  government  apparatus  in 
the  form  of  finance  and  information.  The  internal  obstructing 
factors  encompass  the  funds  and  forces  of  the  society  plus  its  so- 
cio-cultural make-up;  whilst  external  obstructing  factors  may 
constitute  the  lack  of  guidance  with  regard  to  the  society  itself. 

Furthermore,  a  selection  of  the  economic  development  of  the 
coastal  area  has  been  made  comprising  primary  ventures  (fishery 
and  agriculture),  secondary  ventures  (the  processing  of  the 
products),  and  tertiery  ventures  (roads  and  other  supplements). 
Based  on  this  selection,  seven  development  centres  have  been 
localised  in  seven  coastal  regencies  at  the  outset,  and  appropriate 
and  solid  development  planning  has  been  conducted.  This  plan- 
ning is  to  serve  as  a  basic  guide  for  the  development  of  growth 
equilibrium  for  the  coastal  area's  economy  in  the  near  future.  In 
the  years  to  come  a  diversification  is  needed  to  lessen  the  risk  of  the 
people's  reliance  on  the  yields  of  the  sea  only.  This  can  be  drawn 
up  schematically  as  shown  in  the  appended  chart  (p.  63). 


ESTABLISHING  THE  DEVELOPMENT  CENTRES 

Based  on  the  Decree  (No.  463/IV/GSU)  of  the  Governor  of 
North  Sumatra  on  July  17,  1975  regarding  the  preparation  and 
implementation  of  the  Three-year  Coastal  Area  Development 
program  during  the  fiscal  years  of  1975-1978,  the  team  of  the 
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coastal  village  has  made  preparations  for  the  development  of  the 
coastal  areas  of  North  Sumatra  by  carrying  out  the  following: 

1.  Making  a  survey  on  social  problems  of  the  coastal  area  in- 
habitants, who  have  different  social  values  than  the  people  liv- 
ing in  other  rural  regions. 

2.  Making  a  survey  on  those  Development  centres  in  the  coastal 
regions  of  the  Straits  of  Malacca  and  the  Indian  ocean  which 
are  to  be  developed  into  "Model"  villages. 

In  implementing  the  afore-mentioned  planning,  the  Regional 
Government  of  North  Sumatra  has  allocated  seven  coastal  villages 
as  development  centres  in  seven  regencies,  comprising  four 
villages,  Eastern  coastal  regions  and  three  model  villages  in  the 
Western  coastal  regions  of  North  Sumatra. 

The  purpose  of  the  regional  government  of  North  Sumatra  in 
establishing  one  village  as  the  Growth  Centre  for  each  of  the  seven 
kabupatens  where  coastal  regions  are  to  be  found,  is  to  develop  it 
to  become  a  "model"  which  constitutes  a  service  centre  for  the  en- 
tire sub-district  (kecamatan). 

Diverse  criteria  are  used  for  choosing  a  future  Growth  Centre; 
among  other  considerations  are  a  village's  socio-economic  poten- 
tials, its  physical  infrastructure,  and  its  social  dynamics.  The  model 
villages  can  be  enumerated  as  follows: 

The  Straits  of  Malacca: 

1.  The  village  of  Bedagai,  Tanjung  Beringin  —  Deli  Serdang 

2.  Bubun,  Tanjung  Pura  —  Langkat 

3.  Kampung  Mesjid,  Tanjung  Tiram  —  Asahan 

4.  Labuhan  Bilik,  Panai  Tengah  —  Labuhan  Batu 

West  Coast: 

1.  Pandan,  Sibolga  -  Central  Tapanuli 

2.  Natal,  Natal  -  South  Tapanuli 

3.  Olora,  Gunung  Sitoli  —  Nias 

DEVELOPMENT  PROGRAM 

On  the  whole  the  ihrcc-year  progi'ani  is  oriented  toward  sys- 
tematically providing  job  opportunities.  As  is  obvious  from  the 
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Broad  Outlines  of  State  Policy,  three  strategic  objectives  of 
National  Development  are  implied  in  the  program: 

1.  equitable  distribution  of  income; 

2.  economic  growth  and 

3.  socio-political  stability. 

The  consequences  of  these  strategic  objectives,  however,  are 
that  the  increase  of  employment  opportunities  will  be  integrated 
into  all  development  efforts.  Accordingly,  the  providing  of  job  op- 
portunities as  one  strategic  aspect  of  development  should  not  only 
be  considered  as  an  outgrowth  of  development  projects,  but 
should  also  be  regarded  as  an  outcome  intentionally  created 
through  a  series  of  consistent  policies.  Of  the  concepts  concerning 
the  criteria  of  job  opportunities  such  as  the  investment/labor  ratio 
and  the  like,  the  capital-worker  ratio  plays  a  significant  role. 

The  three-year  development  program  of  the  model  villages  had 
its  origins  in: 

1.  The  Seminar  on  Regional  Development  in  Bertagi  in  1972. 

2.  An  upgrading  course  on  Coastal  Area  Development,  backed  by 
the  governor  of  the  Bank  of  Indonesia  and  the  Rector  of  USU 
(the  University  of  North  Sumatra)  in  Medan,  on  April  29-30, 
1974. 

After  preparing  the  designation  of  seven  model  villages  in  the 
coastal  region  as  growth  centres,  the  program  was  drawn  up  as 
follows: 

1.  Preparing  the  infrastructure,  socio-economic  means,  and 
Development  centre  offices. 

2.  Studying  the  inter-sectoral  labor-intensive  projects. 

3.  Developing  the  inter-sectoral  labor-intensive  projects  toward 
the  bank  ability  level  with  the  support  of  the  Regional  Budget 
(APBD).  The  higher  the  people's  capacity  to  absorb  the  credits 
for  those  projects,  the  more  funds  that  can  be  transfered  from 
the  APBD  to  the  Province  of  North  Sumatra. 

Thus  it  can  he  noted  here  that  the  development  of  such 
economic  projects  constitutes  a  "Development  Oriented  Project". 

The  three  programs  that  were  implemented  according  to 
schedule  may  be  elaborated  as  follows: 
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The  three  Programs  of  the  Coastal  Areas  Development 

In  the  implementation  of  the  three  year  development  plan  of 
the  coastal  area  of  North  Sumatra,  three  programs  were  drawn  up 
as  follows: 

1.  The  Development  of  Socio-economic  Infra-Structure  and  Pu- 
blic Welfare  Projects  , 
The  socio-economic  infrastructure  and  facilities  to  be 
developed  are  the  suppordng  elements,  which  directly  contribute 
to  the  economic  development  of  diverse  subsectors.  The  provision 
of  the  infra -structure  and  facilities  is  aimed  at  preparing  the 
development-centre  village  to  function  as  a  service-centre.  In  other 
words  before  the  low  income  "team"  commence  their  economic 
activities,  the  facilides  should  be  prepared  beforehand. 

The  development  of  the  socio-economic  infrastructure  and 
public  welfare  encompasses: 

-  Village  planning,  that  is,  the  physical  arrangements  of  the 
village,  the  economic  and  social  order  that  forms  the  ideal 
arrangement  of  a  model  village. 

-  Economy  Planning:  Comprehensive  village  economic  plan- 
ning includes  the  aspects  of  marketing,  commodity  storage 
centres  and  a  transportation  network. 

-  Village  Potentials:  Inventory  and  evolution  of  all  the  village 
potentials  have  been  prepared,  such  as  the  comprehensive 
provision  and  presentation  of  current  data  on  potentials  of  the 
model  village,  both  quantitatively  and  qualitatively,  appended 
with  the  mapping  of  the  economy. 

The  physical  projects  that  were  built  with  the  1975-1978 
budget,  which  totaled  Rp.  304  million,  can  be  enumerated  as 
follows: 

a.  The  Headquarters  as  a  command  post  managed  by  a  university' 
graduate  who  is  able  to  put  key  concepts  into  operation. 

b.  Socio-economic  infra-structures  and  facilities,  such  as: 

-  Puljlic  Health  Ccntcr 

-  Rehabilitation  of  Elementary  Schools 

-  Village  Council  Hall 

-  Religious  Training  Centre  for  advanced  Islamic  Studies 

-  Transportation  facilities 

-  Facilities  for  Art 
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—  ScafFolding 

—  Artesian  wells  for  drinking  water 

—  Roads  (infrastructure)  to  the  growth  centres 

—  Generator 

—  Floating  Health  Centres  (boat) 

—  Ferry  boat 

c.  Demonstration-plots  for  brackish  water  pond  fishing,  duck 
rearing,  and  coconut  farming.  These  demonstration  plants 
become  models  to  be  studied  by  the  people. 

2.    The  integrated  inter-sectoral  projects 

The  main  objective  of  the  coastal  area  development  program  of 
North  Sumatra  is  to  develop  fully  the  inter-sectoral  projects  by  in- 
tegrating them  with  the  coastal  development  projects,  and 
simultaneously  to  develop  the  economic  agents,  who  constitute  the 
spearhead  of  development.  Once  the  integrated  projects  are  es- 
tablished, it  can  be  expected  that  coastal  villages  toward  the 
acceleration  of  the  economy  in  the  Kecamatan  (administrative  dis- 
trict below  regency  level)  regions,  which  will  in  turn  bring  about 
the  overall  acceleration  of  the  regional  economy. 

To  this  end,  four  proposed  projects  have  been  prepared,  name- 
ly small-scale  fishing,  inland  fishing  (brackish  water  ponds),  small- 
holders' coconut  farming,  and  duck  rearing.  These  four  projects 
will  be  established  in  all  the  model  villages,  and  these  project  in- 
vestments should  be  able  to  stimulate  capital  mobility  in  the  Model 
Village  localities. 

With  the  help  of  two  experts  from  US-AID,  who  assisted  the 
Regional  government  of  North  Sumatra,  a  thorough  study  was 
made  in  1976  of  the  economic  sub-sector  projects  based  on  the 
priority  scale  of  proposed  projects  of  Repelita  III.  This  analysis 
consisted  of  a  feasibility  study  and  evaluation  of  the  sub-sector  pro- 
jects in  the  regions  of  the  model  villages.  Each  sub-sector  was  then 
analysed  quantitatively  from  both  the  economic  and  the  financial 
viewpoints.  Furthermore,  this  study  included  a  list  of  investment 
opportunities  to  facilitate  the  world  banks  and  international 
monetary  institutions  in  providing  aid  in  the  form  of  project-aids, 
grants,  expertise,  soft  loans,  and  other  types  of  aid.  It  is  thus  ex- 
pected that  the  province  of  North  Sumatra  will  be  able  to  improve 
the  aljsorptivc-capacity  of  the  people  with  regard  to  credit  funds. 
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It  is  this  level  of  absorptivity  that  reflects  the  positive  impact  of 
the  development  of  infrastructure.  To  this  end,  regional  budget 
(APBD)  funds  totaling  Rp.  304  million  have  been  put  aside  for  the 
support  of  the  Three-year  development  program  with  an  emphasis 
on  socio-economic  infrastructure,  headquarters  facilities  and  a 
demonstration  plot  for  brackish  water  pond  fishing  duck  rearing, 
and  coconut  farming. 

Provided  that  the  economy  of  these  coastal  model  villages  can 
be  well  arranged,  it  is  expected  that  further  development  will  be 
supported  through  foreign  aid. 

It  is  the  task  of  the  regional  government  to  bring  the  region  to 
a  better  living  standard  through  the  KUD  (Village  Cooperative 
Unit)  and  supported  by  the  APBD.  Accordingly  the  regional 
government  is  trying  to  convince  the  world  banks  and  other 
monetary  institutions  that  the  government  is  effectively  par- 
ticipating in  preparing  the  needed  infrastructural  facilities  and  that 
it  is  now  the  world  banks'  turn  to  contribute  their  capital-input  to 
the  small  capital  owners  so  that  they  can  achieve  an  independent 
bank-ability  level.  Once  the  operations  are  bankable,  the 
mechanism  will  start  moving  on  its  own. 

3.    The  Development  of  Small  capital  owners 

In  implementing  the  development  program  of  the  coastal  area, 
the  development  of  the  coastal  community,  particularly  the  entre- 
preneurs, is  the  first  step  to  be  taken.  It  is  these  entrepreneurs  that 
need  to  be  developed  so  that  the  bank-ability  level  can  be  attained. 

The  development  of  these  small  capital  owners  will  be  carried 
out  through  the  KUD  (Village  Cooperative  Units).  It  has  become  a 
national  consensus  that  the  development  of  small  capital  owners  in 
the  villages  is  to  be  carried  out  through  the  KUD/Presidential 
Instruction  2/78,  with  the  assumption  that  these  small  capital 
owners  will  in  turn  lead  other  economically  weak  groups  to  the 
bank-ability  level.  In  fact,  the  KUD  will  be  functioning  as  a  catalyst 
to  the  small  groups  through  the  Business  Management  Sen'ice. 
The  active  participation  of  the  regional  government  in  financing 
the  management  of  the  KUD  will  help  the  world  banks,  which 
provide  credit  funds  to  the  small  capital  owners  (KIK  and  KMKP). 

The  aim  ofthe  Coastal  Area  Development  project,  viewed  from 
the  "pr()S]K'rity  and  .security"  approach,  is  to  clearly  link  the 
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development  of  small  scale  fishing  enterprises  (particularly 
traditional  fishing,  the  main  profession  of  the  coastal  village  com- 
munity), to  the  regional  and  national  interests. 

The  Regional  Government  in  its  operational  scheme  will  foster 
the  development  of  the  small  entrepreneurs  toward  the  bank- 
ability  level.  The  support  offered  by  the  Regional  Government  has 
convinced  the  Bank,  of  Indonesia  and  the  Central  Government, 
particularly  Bappenas  (National  Planning  Board),  to  allocate 
foreign  aid,  for  the  projects.  This  strategy  seems  to  bring  about 
satisfactory  results.  For  example,  after  the  implementadon  of  the 
Three-year  program,  which  was  focused  on  the  preparadon  of  in- 
frastructural  facilides  in  seven  model  villages,  the  Bank  of  Indo- 
nesia provided  a  credit  fund  of  Rp.  340  million  for  the  small  enter- 
prises. In  addition,  Bappenas,  jointly  with  the  Directorate  General 
of  PUOD  (Public  Administration  and  Regional  Autonomy), 
provided  an  amount  of  US$  4  million  from  foreign  aid,  while  the 
Domestic  Affairs  Department  provided  an  amount  of  US$  2  million 
for  the  same  purpose  as  a  counterfund,  so  that  'the  sum  total 
amounted  to  US$  6  million  or  Rp.  2,4  billion.  This  project  is  the 
first  regional  program  of  the  province  of  North  Sumatra  receiving 
foreign  aid. 

These  funds  were  extracted  by  using  the  APBD  fund  as  bait 
totaling  Rp.  304  million  during  the  three-year  program.  It  seems 
obvious  now  that  the  basic  program  to  develop  the  economic 
ability  of  the  coastal  area  community  toward  the  bank-ability  level 
will  be  in  operation  by  the  end  of  the  three-year  program  in  the 
form  of  a  credit  fund  totaling  Rp.  240  million,  of  which  Rp. 
91.350.000,—  has  been  paid  in  the  initial  stage  through  the 
Regional  Development  Bank  in  May,  1978. 

THE  CONTRIBUTION  OF  FISHING  INDUSTRY 
DEVELOPMENT  TO  COASTAL  AREA  DEVELOPMENT 

The  objective  of  coastal  area  development  in  involving  sea 
products  and  fishermen  is  to  foster  economic  growth  for  the 
benefit  of  the  society  in  the  context  of  regional  and  national 
economic  development. 

In  choosing  from  among  several  possibilities  for  developing 
the  fishing  industry,  the  main  criterion  that  should  be  taken  into 
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account  is  the  repayment  of  the  invested  capital  in  light  of  both 
micro  and  macro  considerations,  rather  than  starting  from  the 
viewpoint  of  advanced  technological  growth. 

1.  The  Fishing  Economy 

In  order  to  achieve  the  maximum  output  in  coastal  area 
development,  an  exact  scheme  of  planning  is  needed  so  that  the 
development  of  the  maritime  economy,  which  is  linked  to 
Regional  Development,  can  be  clearly  distinguished.  By  activating 
the  unbalanced  economic  growth  of  the  fishing  industry,  the  other 
small  scale  growth  enterprises  such  as  agriculture,  livestock 
breeding,  and  smallholders'  coconut  plantations  in  the  coastal 
area  will  be  stimulated. 

Modernization  in  this  context  means  the  consistent  applica- 
tion of  technology  by  giving  priority  to  the  employment  appro- 
ach in  area  development.  Once  the  economic  activities  in  the 
coastal  areas  become  established,  the  objectives  of  development 
will  be  attained. 

Fishing  has  been  an  economic  activity  analogous  to  peasant 
agriculture  (Phraseology  of  the  indicative  word  Plan  F.A.O.  1969). 
Therefore,  it  seems  necessary  to  plan  the  development  targets  so  as 
to  maximize  the  relationship  of  the  sea  and  area-development. 

/.  1.  With  the  development  approach  as  the  main  objective,  the 
targets  included  in  area-development  are  as  follows: 

a.  Dispersion  of  the  ownership  of  production  equipment 

b.  The  increase  in  productivity  of  fishing  operadons 

c.  The  improvement  of  the  living  standard  of  the  community  in 
the  project  area 

d.  The  improvement  of  trade  channels 

c.    The  improvement  of  skills  and  expertise  among  the  fishermen 

f.  The  development  of  the  complementary  economic  potentials 
of  fishing,  such  as  livestock  breeding  and  peasant  agriculture 

g.  The  development  of  new  resources 

1.2.  Manpower  Planning 

The  scope  of  the  field  of  experdse  in  sea  products  activides  is 
very  wide  with  regard  to  manpower  planning  in  accelerating  the 
modernization  of  the  25-year  National  Development. 
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The  following  shows  the  categories  of  expertise  and  man- 
power utiUzation  that  are  required  in  this  field: 

-  Biologist  —  Financial  consultant 

-  Fishing  technologist  -  Marketing  consultant 

-  Technician  -  Mechanic 

-  Naval  architect  -  Electronic  technician 

-  Fishing  economist  -  Ship's  engineer 

-  Ship's  constructor  -  Ship's  captain 

-  Trawler  expert  -  Heavy  Equipment  expert 

-  Dragnet  expert  -  Statistician 

-  Fishing  expert  -  Breeding  consultant 

-  Net  expert  —  Electrician 

-  Tuna  expert  -  Carpenter 

-  Processing  expert  -  Dock  expert 

-  Ship's  welder  —  Laborahts 

Sending  students  abroad  to  study  these  fields  will  not  produce 
concrete  results  since  modern  ships  are  not  yet  available  for  their 
allocation. 

Accordingly  manpower-planning  in  the  field  of  sea-products 
will  only  be  successful  if  the  traditional  equipment  and  techniques 
are  developed  and  upgraded. 

IJ.  Increasing  the  Productivity  of  Fishing 

In  order  to  increase  productivity,  traditional  fishing  equipment 
and  techniques  should  be  upgraded,  such  as  motorizing  vessels 
and  introducing  new  fishing  tools  in  terms  of  material  and  design. 
This  kind  of  policy  will  quickly  bring  material  welfare  to  the 
fishermen  and  will  likewise  further  stimulate  the  overall  develop- 
ment process.  Therefore,  the  development  of  these  projects  is 
directly  linked  to  the  Regional  Development  Pattern.  Its  role  in 
area-development  can  be  projected  as  follows  (seep.  73). 

1.4.  Enclave  Development  through  large  Capital,  Technology  and  Market 
Expansion 

This  enclave  development  can  be  carried  out  through  joint  ven- 
tures or  concession  arrangements  with  foreigners.  Whatever  means 
are  employed  for  this  purpose,  it  is  sufficient  that  regions  provide 
land  for  the  processing-plant.  If  the  concession  arrangement  is 
only  concerned  with  sea  exploitation,  there  will  be  practically  no 
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need  for  the  provision  of  facilities.  Tlie  profit  obtained  might  be  in 
proportion  with  the  targeted  gains.  The  profit  may  be  received  in 
the  form  of  rent  and  taxes,  fields  of  work,  or  practical  training  for 
the  local  people  if  the  joint-venture  activities  are  in  the  form  of 
shore-based  activities. 

1 .5 .  Joint-venture  Companies 

Foreign  capital  pursuant  to  the  Law  No.  1,  1967,  has  obviously 
contributed  to  national  development.  In  conjunction  with  the 
coastal  villages  of  North  Sumatra,  it  would  not  be  advisable  to 
have  a  fishing  joint-venture  that  is  directed  toward  shore-based 
processing  plants,  particularly  on  the  West  coast  (the  Indian 
Ocean),  so  that  Sibolga  will  become  a  fishing  harbour. 

Once  oriented  toward  regional  development,  it  would  be  of 
great  benefit  for  the  fishermen  to  use  diesel  engines  and  fishing 
equipment  with  domestic  "casco",  so  that  the  principle  of  acce- 
leration will  be  clearly  shown  through  the  boat-building  project, 
in  addition  to  absorbing  labour  force. 

And  production  facilities  such  as  cold  storages  on  shore, 
manufacturing  (processing)  plants,  and  research  and  survey 
operations  will  later  become  useful  infrastructure  for  Coastal  area 
development,  directly  benefitting  the  society  at  large. 

The  advantages  of  Capital  intensive  fishing  are  illustrated  in 
table  2;  diagram  I  reveals  the  flow  of  money  resulting  from  such 
activities. 
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Table 


.LUSTRATION  OF  THE  HYPOTHESIS  OF  LABOUR  INTENSIVE  FISHING 
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of  mechanical 
skills,  boat 
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so  that  in  the 
future  only 
skilled  labour 
will  be  used, 
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the  principle 
of  adding 
labour  force 
in  lishing; 
consequently, 
expertise  will 
be  created  to 
meet  the 
demands  of 
consistent 
technological 
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1.  Iinprove- 
inenl  ol 
luarginal 
productivity 
ol'  workers 
will  increase 
wages.  The 
ri.se  in  wages 
will  increase 
the  deiuand 
for  goods 

2.  Expansion  of 
market  and 
mechanization 
program 
which  also 
means  the  in- 
crea.se  of  the 
prosperity  of 
the  local  peo- 
ple who  will 
in  turn  re- 
quiie  capital 
inllow  in  the 
form  of  new 
methods  and 
technology 
for  financing 

.3.  The  market 
for  consumer 
goods  will  be 
expanded 

4.   Regional  re- 
tribution will 
be  activated 
together  with 
the  develop- 
ment of  those 
activities  in 
the  projects 
regions,  as 
well  as  in  the 
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Tal)lc-  2 


ILLUSTRATION  OF  CAPITAL  INTENSIVE  FISHING 


Capital  SouiTc 


Capilal  Use 


Souicc  and  liiannclinn  of  lal)oiir 


1.  Foreign  aid 

2.  Joiiil  venture 

3.  Regional  con- 
triiiulion  in 
llu'  Ibriii  of 
sites  lor  liar- 
tjours  and 
proeessin}?- 
plants 


1.  Import  ol' 
ec]uipmcnt 

2.  Construction: 

a.    Lock,  loading 
e(|uipnient 

I).  Fish-nieal 
storage 

c.  Infra- 
structure: 

—  housing 

—  electricity 

—  drinking 
water 

—  services 


StallOr  experts  from  the  joint  venture 
partner  or  the  Un-Skillcd  and  semi- 
skilled labour 

Training  or  up-grading  ofiocal  labour 
by  the  foreigners 

Local  workers  on  ships,  docks,  process- 
ing plants  and  maintenance 
The  economic  implication  for  area  or 
regional  development 

1.  The  marginal  productivity  ofiocal 
labour  will  increase  exceeding  the 
average  national  productivity  rate. 
The  increase  of  wages  will  be  the 
result  of  the  increased  productivity 
that  will  in  turn  increase  expen- 
ditures for  consumer  goods  and 
savings. 

2.  This  will  expand  the  consumption 
of  local  market  goods. 

3.  More  inllow  of  savings,  either 
through  private  initiatives  or 
government's  policy  through  taxa- 
tion, will  increase  investment  funds 

4.  Up-grading  of  skilled  labour  will 
increase 

rj.  The  increasing  foreign  exchange  of 
the  government  will  lead  to  the  in- 
crease of  export  volume 

6.  The  Government's  revenues  from 
taxes  may  be  used: 

a.  to  build  development  projects 

b.  to  invest  in  stock  management 
of  sea-products 

c.  to  stimulate  other  economic  ac- 
tivities which  in  turn  will  add  to 
the  government's  income 
through  taxation 

7.  The  right  of  ownership  of  capital 
goods  on  shore  or  on  board  a  sea- 
faring ship 

8.  Skill  and  experience  will  be  ob- 
tained by  the  government  and  the 
ri.se  of  the  labour  force  may  be  used 
for  the  development  and  growth  of 
other  possible  economic  activities 
of  the  ilshermcn 


74 


COASTAL  AREA  DEVELOPMENT 


Diagram  I 

Diagrnm  of  the  capital  flow  of  Capital  Intensive  Fishing 
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Source:  A  Plan  for  Fishery  Development  (Indian  Ocean  Program)  Indian  Ocean  Fishery 
Commission  F.A.O.,  197 1,  Rome 


2.   Financing  Pattern 

In  the  implementation  of  labour  intensive  Fishing  in  the 
Coastal  Area  Development  Pattern,  financing  forms  one  of  the 
problems  that  calls  for  thorough  study  and  planning  because  this 
factor  plays  a  very  decisive  role  in  attaining  the  expected  objec- 
tive. 


75 


INDONKSIAN  (QUARTERLY 

2.  1.  Sources  of  Funds  mid  their  Utilization 

Utili/.alion  and  sources  of  funds  for  the  development  of  Mo- 
del Projects  are  as  follows: 

a.  Utilization  of  Funds 

For  the  purpose  of  building  socio-economic  infrastructures 
and  other  facilities  such  as  scaffoldings,  artesian  wells,  cold 
storage,  and  other  facilities. 

b.  Sources  of  Funds 

Funds  needed  for  the  construction  of  socio-economic  in- 
frastructures are  obtained  from  several  sources  which  are,  among 
others: 

b.l.  Regency  Funds 

!).2.  The  regency  funds  come  from: 

—  Village  aid 

—  Presidential  Instruction 

—  Retribution  from  sea  products 

—  Ipeda  (Regional  Development  Funds) 

—  Regional  Budget  of  the  Regency 

b.3.  Regional  Budget  (APBD)  of  the  Province  of  North  Sumatra 

b.  4.  State's  Budget's  (APBN)  funds  through  the  Fishery  Direc- 

torate General  of  the  Department  of  Agriculture 

c.  Investment  funds  needed  for  fishing  equipment  such  as  motor- 
vessels,  boats,  fishing  apparatus,  and  production  facilities  are  ac- 
quired from  the  following  institutions: 

c.  1.   Banks:  Mass  Credit 

KIK  (credit  program  for  small  or  household  industry)  and 
KMKP  (Permanent  working  Capital  Credit)  which  are  sub- 
mitted to  the  Bank  of  Indonesia  after  the  projects  are  iden- 
tified and  the  feasibility  studies  made. 

C.2.  The  BUUD/KUD  groups  will  be  guaranteed  by  the  LJKK  (The 
Institution  for  Cooperatives  Credit  Guarantee) 

C.3.  The  group  of  smallholders  in  fishing  will  be  guaranteed  by 
Askrindo  Limited 

C.4.  Bahana  Limited,  which  was  established  by  the  government,  is 
especially  aimed  at  developing  small-.scale  enterprises; 
among  others,  capital  investment  based  on  equity  financing 
and  company  management 
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1)1.1^1.1111  II 

Sketch 

Tlic  Tr.nislcr  ol  Fiiiul  Sources  oC  "Model  Projcrts" 
(The  Group  of  Small  Entrepreneurs  in  The  KUD/PMU) 


Govcnioi 
APBD 


Bahniin 
Limited 


Other  Sources 
oi"  Funds 

1.  Donor  countries 

2.  F.A.O. 

3.  U.N.D.P. 


/ 


/ 


/ 


/ 


/ 


/ 


/ 


/ 


Askrindo 
Limited 


/ 


/ 


The  Operational 
Management  Team 


Executor's  Bank 


P.M.U. 
fProjcct  Management  Unit 


K.U.D. 


Fishermen 

Peasants 

Fishermen 

Peasants 

Fishermen 

Peasants 

Information 

-  =  The  Transfer  of  financing 
=  The  Transfer  of  management 
'      '     '      =  Guarantee  line 

=  Coordination  line 


77 


THE  INDONESIAN  QUARTERLY 

C.5.  Upindo  Limited/IBPC  will  also  provide  funds  for  the  es- 
tablishment and  development  of  small  scale  enterprises. 

C.6.   Project  aid: 

Foreign  Project  Aid,  UNDP/FAO  in  particular,  may  provide 
funds  and  expertise  such  as  those  provided  to  the  small  scale 
fishery  projects  in  Sri  Lanka  and  Kerala  (India).  The  uses  and 
sources  of  funds  will  be  sketched  for  a  better  illustration  (see 
diagram  II,  p.  7  7). 

2.2.  Exemption  from  import  duty  (PPn  and  MPO  import  duty) 

To  stimulate  the  development  of  small  fishing  operations,  they 
should  be  exempted  from  duties  (PPn  and  MPO  import  duty). 

CONTINUATION  OF  THE  SECOND  STAGE  OF  THE  THREE- 
YEAR  PROGRAM 

According  to  the  schedule  of  the  three-year  program,  which 
ran  from  April  1,  1975,  to  March  31,  1978,  the  extrastructural 
organizations  established  on  the  Provincial  and  sub-provincial 
level  were  dissolved. 

The  governor  of  the  Bank  of  Indonesia  urged  the  regional 
government  of  North  Sumatra  to  maintain  the  function  of  the 
coastal  area  team  as  the  management  team  of  all  the  projects  that 
have  been  jointly  financed  by  them  together  with  the  Regional 
Development  Bank  (BPDSU)  of  North  Sumatra. 

In  conjunction  with  this,  the  second  stage  of  the  coastal  area 
program  was  continued  by  redesigning  the  organizational  struc- 
ture so  as  to  avoid  complications  in  the  bureaucratic  network,  such 
as  the  frequent  change  of  project  leaders.  The  Coastal  Area  Team 
which  comprises  the  officials  concerned  was  appointed  as  the  Pro- 
ject Leader  supervising  seven  general  managers  under  the  guidance 
of  the  Camat  (Head  of  the  Sub'district)  on  behalf  of  the  regent  (bu- 
pati).  The  Bupati,  meanwhile,  is  expected  to  continue  the  develop- 
ment of  other  Development  centers  throughout  the  coastal  sub- 
districts.  These  are  to  be  based  on  the  operations,  conceptions,  and 
policies  that  have  been  practised  during  the  past  three  years  and 
shown  good  results. 

As  (}f  May  1,  1978,  iho  labour  intensive  project  started  with  the 
Ibllowing  budget  for  phase  1: 
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Eastern  Coast: 


1.  Bubun  (Langkat)  25  dragnets  Rp  6.250.000,- 

2.  Bedagai  (Deli  Serdang)  10  dragnets  Rp  8.350.000,- 

3.  Tanjung  Tiram  (Asahan)  10  dragnets  Rp  8.350.000,- 

4.  Labuhan  Bilik  (Ubuhan  Batu  25  dragnets)  Rp  6.250.000,- 


-Totai  Rp  29.200.000,- 


Westem  Coast: 


1.  Natal  (South  Tapanuli)  5  dragnets  Rp  15.000.000,- 

Ijruck  Rp  5.000.000,- 

llce  factory  2  tons/day  Rp  15.000.000,- 


Rp  35.000.000,- 


2.  Pandan  (Central  Tapanuli)  5  dragnets  Rp  15.000.000,- 

I  Truck  Rp  5.000.000,- 


Rp  20.000.000,- 

3.   Olora  (Nias)  20  dragnets  Rp  7.150.000,- 


Total  Rp  91.350.000, 


The  initial  implementation  of  the  labour  intensive  develop- 
ment program  of  1978  which  is  funded  by  the  Bank  of  Indonesia 
and  foreign  aid  (next  year)  is  challenging  the  Coastal  Area 
Development  Program.  The  team,  however,  is  very  optimistic  that 
the  program  will  be  successful,  and  the  regional  government  is 
preparing  a  similar  scheme  for  the  development  of  farmers  in  rela- 
tion to  export  commodities  in  Pelita  III  in  order  that  the  labour 
intensive  economy  will  operate  comprehensively. 

The  three-dimensional  development  of  national  agriculture, 
which  is  outlined  in  Pelita  III,  constitutes  an  integrated  combina- 
tion of  the  peasants,  efforts,  the  vertical  balance  of  production,  and 
the  proportion  among  commodities.  This  scheme  was  also  applied 
to  the  coastal  area  development  program  by  the  regional  govern- 
ment of  North  Sumatra  in  1975  and  was  aimed  at  restructuring  the 
agricultural  program  of  that  particular  area. 

This  comprehensive  program  requires  a  great  deal  of  funds, 
lime  and  energy,  as  wa.s  also  the  case  with  the  first  stage  of  the 
Coastal  Area  Development  Program. 
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INDONESIA  AND  THE  NEW 
EXTENTS  OF  COASTAL  STATE 
SOVEREIGNTY  AND  JURISDICTION 
AT  SEA 

Hasjim  DJALAL* 


I.  ARCHIPELAGIC  STATE  REGIME 

It  is  clear  that  Indonesia's  attention  to  the  law  of  the  sea  within 
the  last  20  years  has  been  centered  on  the  implementation  and  en- 
forcement of  the  archipelagic  state  regime  as  an  important  unify- 
ing factor  for  an  archipelagic  country  like  Indonesia.  It  is  there- 
fore worth-while  to  have  a  quick  look  at  the  application  of  the 
archipelagic  regime  to  Indonesia  within  the  last  20  years,  and  how 
it  affects  Indonesian  policies  with  regard  to  fisheries,  transporta- 
tion and  navigation,  and  the  protection  of  marine  environment. 

1.  Fisheries 

Since  Indonesia  declared  its  archipelagic  state  regime  in  1957, 
great  attention  has  been  given  to  the  development  of  fisheries.  In 
this  context,  provincial  governments  have  been  given  certain  rights 
to  regulate  and  protect  coastal  fishermen,  in  some  cases  up  to  6 
miles  from  the  coasts.  In  these  coastal  areas,  the  use  of  modern 
equipment  and  trawlers  has  often  been  prohibited,  so  as  to  protect 
the  small  and  economically  weak  coastal  population.  To  help 
them,  the  Government  has  also  encouraged  the  establishment  of 


Dirccloi  ol  l.cuJil  iiiid  Trciiiv  Afl'airs  ol'ilu-  IndoiK'siaii  Dcpanmcnl  of  I'otoign  Afliiii  -i 
iiixl  Indoncsiiin  Kcpi csciiliilivc  to  llic  .Sccoiut  Committee  ol'  the  U\w  of  tlie  Sea 
Conreieiiee.  The  opiiiidii  expressed  in  this  paper,  iiowever,  is  totally  personal  ami  do<'s 
not  necessai  ilv  leileci  ilie  |)osition  of  the  Indonesia  Government. 
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cooperatives,  and  a  special  Bank  has  also  been  devoting  its  atten- 
tion to  helping  these  small  fishermen.  There  are  about  one  million 
of  them  along  the  coasts  of  Indonesia.  Most  of  these  fishermen 
operate  in  the  Straits  of  Malacca,  the  Java  Sea  and  along  the  coasts 
of  Flores  Sea  and  the  Straits  of  Makassar. 

The  central  Government  regulates  the  fisheries  in  the  rest  of  the 
archipelagic  waters.  This  is  the  area  for  the  operation  of  a  sub- 
stantial fishing  industry.  The  government  makes  arrangements 
with  far  distant  fishing  nations,  especially  Japan,  to  catch  tuna  in 
the  Banda  Sea  under  payment  of  certain  fees.  In  some  cases,  the 
Government  also  enters  into  joint  venture  arrangements  with 
various  foreign  companies  to  exploit  the  resources  of  the 
archipelagic  waters.  All  this  has  helped  Indonesian  Nadonal  in- 
come substantially. 

Traditional  fishing  rights  and  other  legitimate  activities  of  the 
immediately  adjacent  neighbouring  countries  in  certain  areas  of 
the  archipelagic  waters  are  recognized.  Studies  are  now  being  un- 
dertaken to  determine  the  elements  of  the  "tradidonal  fishing 
rights",  the  "legitimate  activities"  involved,  and  the  "area"  to 
which  the  rights  and  activities  are  applied. 

As  generally  understood  now,  the  notion  of  "traditional  fishing 
rights"  refers  to  the  fishermen  themselves,  their  equipments  their  catch 
and  the  area  of  their  fishing  activities.  According  to  this  definition: 
(1)  The  fishermen  in  order  to  be  protected  under  this  category 
must  have  been  fishing  for  a  sufficient  length  of  time  in  the  area; 
thus,  newcomers  could  not  be  regarded  to  have  "traditional 
fishing  rights";  (2)  Their  equipments  must  be  sufficiently 
"traditional" ;  thus,  fishermen  using  modern  technology  could  not 
be  regarded  as  falling  under  the  definition  of  "traditional  fishing 
rights";  otherwise,  local  and  poor  fishermen  using  traditional 
equipment  would  be  placed  at  a  tremendous  disadvantage; 
(3)  Their  catch  should  also  be  taken  into  consideration.  The  catch 
of  "traditional  fishing"  is  normally  not  very  substantial.  The  no- 
tion of  "traditional  fishing  rights"  therefore  excludes  the  possibili- 
ty of  substantial  or  steep  increase  in  the  catch  by  using  various 
modern  equipments  and  methods  or  by  establishing  large  scale 
joint  ventures  with  the  non-traditional  fishermen;  (4)  The  area  or 
the  fishing  ground  of  the  traditional  fishing  rights  must  have  been 
frequented  for  a  sufficient  length  of  time;  the  area  therefore  should 
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be  relatively  easier  to  determine  by  observing  the  actual  practice. 
As  far  as  Indonesian  archipelagic  waters  are  concerned,  the  area  of 
traditional  fishing  rights  should  be  limited  to  or  be  located  along 
the  perimeter  or  border  region  of  the  archipelagic  waters. 

It  should  also  be  very  clear  that  "traditional  fishing  rights" 
should  be  distinguished  from  the  "traditional  right  to  fish".  While 
it  can  be  argued  that  under  the  defunct  international  law  every 
State  has  "traditional  right"  to  fish  on  the  "high  seas"  which  now 
may  or  may  not  become  parts  of  the  archipelagic  waters  or  of  the 
Exclusive  Economic  Zone,  regardless  of  whether  such  right  has 
been  actually  exercised  or  not,  under  the  notion  of  "traditional 
fishing  rights",  such  right  would  only  be  recognized  if  it  has  been 
actually  traditionally  exercised  for  a  sufficient  length  of  time. 

2.  Transportation  and  Navigation 

Under  Indonesian  Law,  innocent  passage  for  foreign  vessels  is 
recognized  in  the  archipelagic  waters.  Thus,  commercial  transpor- 
tation and  navigation  have  not  been  affected  at  all  through  the 
archipelagic  waters.  In  fact,  Indonesia,  being  archipelagic,  is  pre- 
dominantly dependent  on  shipping  and  navigation,  not  only  for  its 
inter-insular  communication  but  also  for  its  international  trade 
and  transportation.  Being  archipelagic,  there  is  simply  not  any 
road  from  Indonesia  to  other  major  trading  partners,  including  to 
its  most  immediate  neighbors,  and  air  transportation  could  be  very 
expensive  in  many  instances.  Thus,  it  is  one  of  the  basic  interests  of 
Indonesia  to  promote  international  trade  and  navigation,  in- 
cluding through  or  within  the  archipelagic  waters. 

Admittedly,  there  is  of  course  the  problem  of  vessels  other  than 
commercial.  For  this  purpose,  a  special  regime  of  scalane  passage 
has  been  designed  through  the  archipelagic  waters  which  are  im- 
portant for  transit  navigadon  between  the  Indian  and  the  Pacific 
Oceans.  Under  the  regime  of  archipelagic  scalane  passage,  the 
right  of  transit  for  foreign  vessels  is  recognized  through  such 
sealanes;  yet  such  transit  should  be  carried  out  in  accordance  with 
certain  rules  and  regulations  which  are  now  being  finalized  in  the 
Law  of  the  Sea  Conference.  It  is  clearly  understood,  however,  that 
the  sovereignty  of  the  archipelagic  State  in  the  archipelagic  waters, 
including  in  the  sealanes,  is  not  questioned  or  affected  (See  Article 
49  (4)  of  the  Informal  Composite  Negotiating  Text).  The  whole 
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purpose  of  establishing  the  archipelagic  sealane  passage  regime  is 
simply  to  facilite  international  transit  through  the  archipelagic 
waters.  That  is  why  in  the  last  Negotiating  Text  of  the  Law  of  the 
Sea  (LOS),  the  sealanes  have  been  defined  in  terms  of  axis,  and 
vessels  are  allowed  to  navigate  through  the  sealanes  following  the 
axis,  and  are  allowed  to  deviate  from  the  axis  only  to  the  distance  of 
not  more  than  25  miles  from  either  side  of  the  axis,  provided 
further  that  they  shall  not  approach  the  coasts  closer  than  10%  of 
the  distance  of  the  waterways  in  narrow  channels.  The  implemen- 
tation of  sealane  principles  through  the  archipelagic  waters  has  yet 
to  be  worked  out  and  regulated.  Up  to  now,  Indonesia  has  only  es- 
tablished one  sealane  for  fishing  vessels  through  the  Makassar  and 
Lombok  Straits.  The  Indonesian  Government  is  now  studying  the 
possible  location  for  other  sealanes  in  the  archipelagic  waters. 

3.  Environmental  Protection 

For  a  long  time  Indonesia  has  thought  of  the  archipelagic 
waters  as  an  eco-system  of  itself.  It  would  be  extremely  difficult,  if 
not  impossible,  to  protect  the  environment  of  the  archipelagic 
waters  by  protecting  only  the  coastline.  The  configuration  of  the 
waters  and  their  characteristics  are  such  as  to  require  a  single  and 
unified  treatment  and  approach.  By  the  acceptance  of  the 
archipelagic  regime,  it  is  now  possible  for  the  Government  to 
devise  a  unified  policy;  and  national  legislation  is  being  worked 
out  to  that  effect.  Various  local  and  provincial  legislations 
throughout  the  archipelago  are  now  being  collected,  sorted-out 
and  analyzed  with  a  view  to  formulating  a  new  national  legislation 
that  will  guarantee  the  eco-system  and  environmental  protection 
for  the  archipelago  and  its  archipelagic  waters  as  a  whole. 

The  application  of  the  archipelagic  principles  enables  also  the 
Government  to  exclude  the  use  of  the  archipelagic  waters  as  dum- 
ping grounds  for  oily  and  other  wastes,  and  enables  the 
archipelagic  State  to  take  the  necessary  steps  to  protect  the  en- 
vironment and  the  ecology. 

4.  Problems 

Although  much  have  been  done  by  way  of  implementing  the 
archipelagic  principles  in  the  archipelagic  waters,  many  problems 
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remain  to  be  solved  or  worked-out  in  detail.  Some  of  the  most  im- 
portant among  them  are: 

(a)  In  the  field  of  administration  and  jurisdiction,  the  archipelagic 
waters  have  yet  to  be  allocated  to  the  various  local  provinces,  es- 
pecially the  Java  Sea,  the  Banda  Sea,  the  Flores  Sea,  etc.  This 
allocation  is  important  in  view  of  the  need  to  exercise  local  govern- 
mental control,  district  court  jurisdiction  on  civil  or  criminal 
matters,  customs  and  immigration  regulations,  and  so  forth. 

(b)  In  the  field  of  national  defence  and  security,  much  has  also 
been  done  to  protect  the  safety,  the  stability  and  the  unity  of  the 
country.  Yet,  much  more  have  to  be  done,  especially  in  strengthen- 
ing law  enforcement  apparatus  at  sea.  The  application  of  the 
archipelagic  principles  in  Indonesia  requires  substantial  expansion 
of  law  enforcement  at  sea  which  could  not  be  easily  or  quickly  met 
because  of  the  emphasis  given  in  the  national  development  plan  on 
economic  sectors  especially  on  agriculture.  Moreover,  co- 
operation and  more  effective  coordination  between  the  various  en- 
forcement agencies  at  sea  need  a  lot  of  improvement  and  constant 
attention.  The  problems  of  enforcement  and  co-ordination  of  the 
various  enforcement  agencies  would  be  greater  and  much  more 
complicated  if  the  establishment  of  Exclusive  Economic  Zone  there 
added  to  the  already  extensive  problems  of  enforcing  and  im- 
plementing the  archipelagic  principles  and  continental  shelf. 

II.  CONTINENTAL  SHELF 

Since  the  notion  of  continental  shelf  refers  to  the  seabed  area 
beyond  the  territorial  sea,  it  should  be  clearly  kept  in  mind  that, 
for  Indonesia,  its  continental  shelf  lies  outside  of  its  territorial  seas; 
thus  outside  of  its  archipelagic  waters.  Therefore,  although  geo- 
logically speaking  some  of  the  seabeds  under  Indonesian 
archipelagic  waters  or  territorial  seas  may  fall  within  the  meaning 
of  continental  shelf,  legally  speaking  Indonesia  does  not  consider 
them  as  part  of  the  regime  of  continental  shelf  but  as  parts  of  the 
regime  of  archipelagic  waters  or  territorial  seas,  according  to 
which  Indonesia  has  full  territorial  sovereignty  over  the  area  instead  of 
merely  sovereign  rights  for  the  exploration  and  exploitation  of  their 
resources. 
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Based  on  the  Geneva  Continental  Shelf  Convention  of  1958, 
Indonesia  made  a  declaration  on  its  continental  shelf  in  February 
1969,  later  enacted  into  Law  No  1,  1973.  On  the  basis  of  the 
Geneva  Convention  of  1958  and  the  Indonesian  Declaration  of 
February  1969,  Indonesia  has  since  1969  successfully  negotiated 
various  boundary  agreements  with  its  neighbours,  most  of  them 
are  now  in  force.  To  mention  some  examples,  practically  all  Indo- 
nesian continental  shelves  in  the  Andaman  Sea,  the  South  China 
Sea  the  Arafura  Sea  and  the  Timor  Sea  have  been  delimited  with 
India,  Thailand,  Malaysia,  PNG,  and  Australia.  There  are  some 
remaining  issues,  however,  primarily  the  delimitation  between 
Indonesia  and  Vietnam  in  South  China  Sea,  the  delimitation  with 
Malaysia  and  the  Philippines  in  the  Celebes  Sea,  and  the  delimita- 
tion with  Australia  in  some  parts  of  the  Timor  Sea.  Indonesia  is 
looking  forward  to  the  negotiation  with  those  neighbouring  coun- 
tries to  determine  the  boundaries  of  the  continental  shelves  of  the 
respecdve  countries  in  the  areas.  Moreover,  some  tripartite 
arrangements  would  still  have  to  be  negotiated  to  tie-up  loose  ends 
of  the  boundary  lines. 

The  recent  trend  in  the  LOS  negotiation  seems  to  suggest  that 
the  outer  limit  of  the  continental  shelf  would  seem  to  be  the  "outer 
edge  of  the  continental  margin",  whatever  it  may  be  and  however  it 
may  be  defined.  If  such  trend  prevails  in  the  coming  LOS  Conven- 
tion, Indonesia  would  have  to  define  the  outer  edge  of  its  con- 
tinental margin  in  the  Indian  and  Pacific  Oceans  in  accordance 
with  the  text  of  the  Convention.  Fortunately,  this  problem  will 
probably  not  require  bilateral  negotiations  with  neighbouring 
countries  since  there  is  no  neighbour  closer  than  400  miles  in  the 
Indian  and  the  Pacific  Oceans,  and  there  is  no  neighbour  having  a 
mutual  margin  other  than  those  stated  above. 


III.  EXCLUSIVE  ECONOMIC  ZONE 
1.  Fisheries 

It  should  be  noted  that  Indonesia  is  one  of  the  few  countries  in 
the  Pacific  and  Indian  Ocean  regions  that  until  now  has  not 
declared  or  established  it  own  FEZ  (Exclusive  Economic  Zone). 
This  does  not  mean,  however,  that  Indonesia  will  not  have  its  FEZ 
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in  the  near  future.  It  should  be  celar  also  that,  as  far  as  Indonesia  is 
concerned,  EEZ  would  be  for  an  area  outside  of  its  archipelagic 
waters  and  territorial  seas,  and  that  the  regime  would  be  the  same 
or  as  close  as  possible  to  the  text  of  the  ICNT. 

Since  Indonesia  has  not  yet  established  the  EEZ,  the  changes 
that  may  take  place  in  policy  would  then  be  hypothetical  ones. 
Domestically,  national  legislation  would  have  to  be  drafted  that 
would  give  power  to  the  Central  Government  to  control  and 
manage  fisheries  along  the  coasts,  leaving  the  provincial  govern- 
ments to  manage  the  coastal  fisheries.  New  development  programs 
would  also  have  to  be  re-oriented  to  the  200  miles  EEZ,  when  and 
as  far  as  necessary. 

When  Indonesia  establishes  its  own  EEZ  outside  its  territorial 
seas  around  the  Indonesian  archipelago,  the  management  of  the 
EEZ,  either  of  its  resources  or  of  its  marine  environment,  will  have 
to  be  coordinated  with  the  management  of  the  archipelagic 
waters,  since  both  are  inter-related  and  in  fact  could  form  an  in- 
tegrated eco-system,  although  the  regimes  of  the  two  areas  are 
different. 

Regionally  speaking,  arrangement  with  the  neighbouring 
Landlocked  and  Geographically  Disadvantaged  States  (LL  &:  GDS) 
would  have  to  be  worked  out  on  the  basis  of  the  new  Convention 
or  at  least  on  the  basis  of  the  ICNT,  and  arrangements  with  far  dis- 
tant fishing  countries  would  also  have  to  be  worked  out,  either 
through  joint  venture  systems  or  through  other  means  established 
by  the  coastal  state.  In  fact,  some  joint  venture  arrangements  have 
already  been  made  with  foreign  companies  for  fishing  in  the  Ara- 
fura  Sea  which,  under  the  new  International  Law  would  fall  under 
the  EEZ  of  Indonesia. 

2.  Navigation 

Since  the  freedom  of  navigation  and  overflight  are  recognized 
in  the  EEZ,  there  seems  to  be  no  need  to  make  new  arrangements. 
The  only  things  that  may  be  necessary  here  are,  perhaps:  (1)  The 
need  to  protect  the  exploration  and  exploitation  efforts  in  the  EEZ 
and  to  see  to  it  that  such  protection  measures  would  not  unduly 
cause  problems  to  navigation  and  overflight;  (2)  The  need  to  en- 
sure that  the  navigation  and  overflight  in  the  EEZ  would  be  close- 


86 


NEW  EXTENTS  OF  COASTAL  STATE  SOVEREIGNTY 

ly  related  to  routes  customarily  used  for  international  navigation 
in  the  EEZ  or  to  transit  through  the  archipelagic  waters,  especially 
through  archipelagic  sealanes,  since  there  is  no  need  for  a  vessel  or 
an  aircraft  to  be  found  in  the  EEZ  unless  it  is  on  transit  or  on  their 
way  to  transit  the  archipelagic  waters.  The  freedom  of  navigation 
and  overflight  in  the  EEZ,  therefore,  would  also  have  to  be  looked 
upon  within  the  context  of  the  approach  to  the  entry  or  exit  points 
of  the  archipelagic  sealanes.  Otherwise,  the  freedom  of  navigation 
and  overflight  would  not  have  any  relevance;  it  might  even  create 
prejudices  as  to  their  dubious  intentions. 

There  are,  of  course,  the  problems  of  laying,  repairing,  and 
maintaining  undersea  cables  and  pipelines  belonging  to  other 
states.  But  these  problems,  I  believe,  could  be  solved  on  the  basis 
of  the  text  of  the  new  convention  or  ICNT  when  they  arise. 

The  conduct  of  other  freedoms  of  the  sea  in  the  EEZ  would  de- 
pend very  much  on  the  final  agreement  to  this  effect  in  the  LOS 
negotiation  with  regard  to  the  legal  status  of  the  EEZ.  As  we  all 
know,  this  is  one  of  the  remaining  major  issues  in  the  current  LOS 
negodation.  From  the  coastal  states  point  of  view,  it  would  be  only 
proper  for  them  to.  make  laws  and  regulations  in  the  EEZ  that 
would  protect  their  sovereign  rights  and  facilitate  their  efforts  to 
make  use  of  the  natural  resources  under  their  jurisdictions.  It 
would  seem  that  this  right  would  have  to  take  precedence  over 
other  undetermined  or  undefined  "freedoms"  of  the  high  seas. 

3.  Environmental  Protection 

In  conformity  with  the  prevailing  International  Law,  such  as 
the  Brussels  Intervention  Convention  of  1969  with  regard  to  oil 
pollution  caused  by  ships,  and  the  trend  in  the  LOS  negotiation, 
national  legislation  would  have  to  be  contemplated  for  the  protec- 
tion of  the  marine  environment  in  the  EEZ.  National  legislations 
would  equally  have  to  be  formulated  for  the  conduct  of  scientific 
research  in  the  EEZ  and  over  the  continental  shelf 

Like  fisheries  in  the  EEZ,  the  protection  of  the  marine  environ- 
ment and  the  conduct  of  scientific  research  in  the  EEZ  and  the  con- 
tinental shelf  would  have  to  be  coordinated  with  the  protecdon  of 
the  marine  environment  and  the  conduct  of  scientific  research  in 
the  archipelagic  waters  and  the  territorial  seas  around  them, 
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although  the  legal  regime  of  the  archipelagic  waters,  the  terri- 
torial seas,  the  EEZ  and  the  continental  shelf  are  different.  Both  the 
protection  of  the  marine  environment  and  scientific  research  in  the 
EEZ  and  continental  shelf  on  the  one  hand,  and  those  in  the 
archipelagic  waters  and  territorial  seas  on  the  other  hand,  are 
closely  inter- related  and  therefore  need  to  be  under  the  control  of 
the  coastal  or  archipelagic  state  concerned. 

Two  things  worth  mentioning  in  this  context: 

First,  the  joint  efforts  of  the  littoral  states  of  the  Straits  of 
Malacca  and  Singapore,  namely  Indonesia,  Malaysia,  and  Singa- 
pore; and 

Second,  the  efforts  of  ASEAN,  consisting  of  Indonesia, 
Malaysia,  the  Philippines,  Singapore,  and  Thailand,  through  its 
Working  Group  on  the  Protection  of  the  Marine  Environment  to 
protect  the  environment  of  the  South  East  Asian  waters. 

With  regard  to  the  Straits  of  Malacca  and  Singapore,  the  three 
coastal  states  have  agreed  since  their  Joint  Statement  on  November 
16,  1971  that  the  safety  of  navigation  in  the  Straits  of  Malacca  and 
Singapore  is  the  responsibility  of  the  three  coastal  states  and  that 
they  will  co-operate  towards  this  end,  thus  advancing  the  cause  of 
protecting  the  marine  environment  through  measures  to  enhance 
safety  of  navigation.  One  such  measure  is  the  introduction  of  the 
Traffic  Separation  Scheme  (TSS)  in  the  Straits,  together  with  all  its 
rules  and  regulations,  including  the  requirement  of  a  minimum 
Under  Keel  Clearance  (UKC)  of  3.5  meters  for  all  vessels  navigadng 
the  Straits.  It  is  hoped  that  such  measure  will  soon  be  endorsed  by 
IMCO.  The  three  coastal  States  have  also  established  a  Council  of 
Ministers  to  handle  the  problems  of  safety  of  navigadon  and  co- 
ordinate measures  for  protecting  marine  environments  in  the 
Straits. 

With  regard  to  the  ASEAN  Working  Group  on  And-poUudon, 
the  5  member  countries  have  been  giving  serious  attention  to  the 
protecdon  of  the  marine  environment  in  South  East  Asia,  especial- 
ly in  the  ASEAN  waters.  They  have  also  been  obtaining  co- 
operadon  on  this  matter  from  relevant  international  organizations 
such  as  UNEP  and  other  Agencies. 
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4.  Problems 

a.  Delimitation 

The  establishment  of  EEZ  in  South  East  Asia  would  definitely 
create  the  problems  of  delimitation  between  opposite  and  adjacent 
States.  It  is  interesting  to  note  that  the  ICNT  has  formulated 
separate  articles  for  the  delimitation  of  EEZ  (article  74)  and  the 
continental  shelf  (article  83),  although  the  principles  adopted  in 
both  cases  are  very  similar,  if  not  the  same.  This  raises  a  question 
whether  the  existing  continental  shelf  boundaries  could  be  taken  as 
the  boundaries  for  the  EEZ  as  well,  or  whether  a  totally  new  set  of 
boundary  agreements  for  the  EEZ  would  have  to  be  negotiated.  It 
would  seem  to  me  that  the  boundary  of  the  EEZ  between  adjacent 
and  opposite  states  would  not  necessarily  be  identical  with  those  of 
the  continental  shelf,  and  therefore  should  altogether  be 
negotiated.  There  are  many  reasons  for  this,  among  others: 

1 )  The  outer  limit  of  the  continental  shelf  ("200  miles  or  the  outer 
edge  of  the  continental  margin")  is  not  the  same  with  the  outer 
limit  of  the  EEZ  (200  miles).  Since  the  two  concepts  are 
different  and  their  outer  limits  are  also  different,  the  actual 
lines  of  delimitation  between  opposite  and  adjacent  states 
could  also  be  different. 

2)  The  delimitation  of  the  continental  shelf  boundaries  could  be 
very  much  influenced  by  various  factors,  such  as  the  geo- 
morphological  and  other  seabed  topography  and  configura- 
don,  while  the  delimitation  of  the  EEZ,  which  is  essentially  for 
the  water  column  area,  would  not  be  influenced  by  those  seab- 
ed characteristics,  at  least  not  to  the  degree  they  influence  the 
delimitadon  of  the  condnental  shelf.  Therefore,  while  the 
boundary  of  continental  shelf  often  deviates  from  the  normal 
median  line  for  various  reasons,  the  reasons  to  deviate  from 
the  median  line  would  be  much  less  for  the  delimitation  of  the 
EEZ. 

3)  As  I  have  stated  above,  the  ICNT  itself  is  devising  two  separate 
articles  to  deal  with  the  issues,  one  for  the  EEZ  and  another  for 
the  continental  shelf,  thus  implying  the  possibility  of  different 
delimitation  of  boundary  lines  of  the  EEZ  and  the  condnental 
shelf. 

If  the  above  situation  is  correct,  in  the  sense  that  the  boundary 
line  of  the  continental  shelf  does  not  necessarily  constitute  the 
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boundary  line  for  the  EEZ,  then  Indonesia,  after  establishing  its 
own  EEZ,  would  have  to  start  a  new  round  of  negotiations  with  all 
its  neighbours  to  determine  the  boundary  of  their  respective  EEZ. 

b.  Rights  of  LL  &  GDS  (Land-Locked  and  "Geographically  Dis- 
advantaged States") 

Other  problems  that  must  be  solved  when  establishing  the  EEZ 
is  the  arrangement  with  the  neighbouring  LL  8c  GDS.  Although  the 
principles  for  the  arrangement  of  the  rights  and  interests  of  the  LL 
&  GDS  have  been  stipulated  in  the  ICNT,  and  therefore  hopefully 
in  the  next  Convention,  the  actual  implementation  of  those  rights 
and  interests  would  still  have  to  be  worked  out  in  detail  through 
bilateral  agreements  between  the  states  concerned.  As  far  as  Indo- 
nesia is  concerned,  no  attempt  has  been  made  at  this  stage  on  this 
matter,  simply  because  Indonesia  has  not  yet  established  its  EEZ. 

c.  Applicable  seabed  and  subsoil  regime 

It  is  interesting  to  note  that  the  EEZ  regime  would  include  also 
the  seabed  and  subsoil  beyond  the  12  miles  territorial  sea  up  to  the 
distance  of  200  miles  from  the  baselines.  At  the  same  time,  the  con- 
tinental shelf  regime  also  includes  the  same  seabed  and  subsoil  beyond 
the  12  miles  territorial  sea  up  to  the  distance  of  200  miles  from  the 
baselines  or  up  to  the  outer  edge  of  the  continental  margin.  What 
regime  then  to  be  applied  to  the  seabed  and  subsoil  beyond  12 
miles:  the  regime  of  EEZ  or  the  regime  of  continental  shelf. ^  The 
answer  to  this  question  seems  to  be  important,  because  the  two 
regimes  are  different,  especially  in  treating  the  rights  and  interests 
of  the  LL  &  GDS  and  in  the  protection  of  the  marine  environment 
and  scientific  research. 

In  the  absence  of  any  rules  to  this  effect,  it  would  seem  to  me 
that  an  optional  principle  would  be  applied,  in  the  sense  that  coastal 
states  would  have  the  liberty  to  choose  which  regime  they  wish  to 
apply  to  such  seabed  and  subsoil  areas,  depending  on  the  interests 
they  wish  to  protect. 


IV.  REGIONAL  ARRANGEMENTS 

It  is  noted  that  the  South  Pacific  Forum  has  decided  to  es- 
tablish "a  South  Pacific  Regional  Fisheries  Agency"  that  will  be 
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opened  to  all  members  of  the  Forum  as  well  as  to  all  coastal  coun- 
tries in  the  South  Pacific  who  support  the  sovereign  rights  of  the 
coastal  state  to  conserve  and  manage  living  resources,  including 
highly  migratory  species,  within  200  miles  zone.  It  is  not  clear 
whether  Indonesia  is  considered  by  the  Forum  states  to  be  one  of 
the  countries  in  the  area  that  could  join  the  Agency. 

The  problem  in  Southeast  Asia  could  be  different  from  the 
problem  in  the  South  Pacific.  In  view  of  the  geographical  proximi- 
ty of  the  countries  in  South  East  Asia  where  practically  all  the 
waters  of  the  region  outside  the  archipelagic  waters  and  the  terri- 
torial seas  would  be  covered  by  the  EEZ,  it  is  not  yet  clear  whether 
a  new  regional  arrangement  would  be  required  or  whether  the 
arrangement  through  the  regime  of  EEZ  and  semi-enclosed  seas  as 
now  being  developed  in  the  ICNT  would  be  sufficient.  In  any  case, 
the  member  countries  of  ASEAN,  namely  Indonesia,  Malaysia,  the 
Philippines,  Singapore  and  Thailand,  have  already  established  a 
special  working  group  for  antipollution.  They  have  also  co- 
operated within  the  context  of  the  CCOP  to  deal  with  the  survey  of 
petroleum  resources  in  the  region,  and  together  with  same  other 
countries  in  the  region,  some  of  them  have  also  cooperated  under 
the  Indo-Pacific  Fisheries  Council  (IPFC),  South  East  Asian 
Hydrographic  Organization  and  others. 

It  is  interesting  also  to  note  that  of  all  the  coastal  countries  in 
the  Pacific  and  Indian  Ocean  regions,  only  the  member  countries 
of  ASEAN  that  have  not  taken  definite  step  toward  the  establish- 
ment of  their  respective  EEZ  or  exclusive  fishing  zone.  This  is 
perhaps  due  to  several  considerations: 

1)  The  preference  to  wait  for  the  conclusion  of  the  LOS  negotia- 
tion so  that  the  result  thereof  would  not  be  prejudiced  by  un- 
ilateral actions; 

2)  The  discrepancy  of  geographical  situation  among  the  ASEAN 
member  countries,  thus  creating  differences  in  attitude  toward 
LOS,  although  the  different  views  do  not  necessarily  lead  to 
confrontation  or  opposition.  The  desire  to  maintain  harmony 
within  such  discrepancy  of  attitude  may  have  led  to  caution 
among  the  ASEAN  countries; 

3)  The  desire  to  maintain  and  promote  regional  harmony  and 
good-neighbourly  relations,  thus  the  desire  not  to  force  things 
which  are  coming  anyway.  I,  for  one,  believe  that  the  EEZ  is 
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being  born  normally,  naturally  and  healthily,  and  therefore 
there  is  no  reason  to  conduct  "caeserean  operation"  to  force 
the  birth  through  unilateral  actions. 

V.  CONCLUSION 

In  conclusion  I  will  briefly  mention  the  following: 

1 .  Within  the  last  twenty  years,  Indonesia  has  been  devoting  its 
attention  to  implement  and  enforce  the  archipelagic  state  regime 
and  the  twelve  miles  territorial  sea.  Much  has  been  done  in  the 
fields  of  fisheries,  navigation  and  environmental  protection  as  well 
as  in  the  field  of  maintaining  and  promoting  nadonal  unity, 
security  and  stability.  Yet,  much  more  have  to  be  done  in 
strengthening  various  national  enforcement  agencies  at  sea  as  well 
as  in  promoting  effective  coordination  among  the  various 
national  enforcement  agencies. 

2.  Within  the  last  ten  years,  Indonesia  has  also  been  devoting 
increasing  attention  to  the  development  of  its  continental  shelf  re- 
sources outside  of  its  archipelagic  waters  and  territorial  seas. 
Significant  and  important  progress  have  been  achieved  in  negotia- 
tion with  neighbouring  countries  to  delimit  the  continental  shelf  of 
the  respective  countries  in  the  Andaman  Sea,  South  China  Sea,  the 
Arafura  Sea  and  the  Timor  Sea.  Some  boundary  delimitations 
would  still  have  to  be  negotiated,  however,  with  Vietnam  in  the 
South  China  Sea,  with  Malaysia  and  Philippines  in  the  Celebes  Sea 
and  with  Australia  in  some  parts  of  the  Timor  Sea.  Given  the  spirit 
of  good-neighbourliness  and  the  desire  of  the  countries  concerned 
to  avoid  the  situation  in  which  their  respective  positions  might 
become  intractable,  I  see  no  reason  why  the  delimitation  negotia- 
tion could  not  be  held  in  the  near  future,  thus  completing  these 
continental  shelf  boundary  lines.  In  addition,  some  tripartite 
points  would  still  have  to  be  negotiated  in  order  to  tie-up  the  loose 
ends  of  the  bilateral  continental  shelf  boundary  lines.  Moreover, 
the  "outer  edge  of  the  continental  margin"  of  Indonesia  in  the  In- 
dian and  the  Pacific  Oceans  would  still  have  to  be  studied,  defined 
and  delimited  in  the  near  future. 

3.  Indonesia  and  other  ASEAN  member  countries  are  among 
the  few  States  in  the  Indian  and  Pacific  regions  which,  for  various 
reasons,  have  not  yet  established  their  own  respective  EEZ  or  ex- 
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elusive  fishing  zone.  When  the  proper  time  comes,  Indonesia  will 
almost  certainly  establish  also  its  own  EEZ.  At  that  moment: 

a.  Negotiations  would  have  to  be  undertaken  again  with  the 
neighbouring  countries  to  delimit  the  respective  EEZ  boun- 
daries; 

b.  Negotiations  would  seem  to  be  appropriate  with  the  adjacent 
neighbouring  LL  or  GDS  to  determine  and  regulate  their  par- 
ticipadon,  if  any,  in  the  exploitation  of  the  living  resources  of 
the  EEZ  in  accordance  with  the  text  of  the  Convention  or  at 
least  with  the  ICNT; 

c.  National  development  program  would,  whenever  necessary,  be 
adjusted  to  the  200  miles  EEZ  and  the  various  national  en- 
forcement agencies  at  sea  would  have  to  be  substantially 
strengthened  and  more  efficiently  co-ordinated. 

4.  There  has  been  effective  cooperation  between  the  littoral 
States  of  the  Straits  of  Malacca  and  Singapore  to  promote  the  safe- 
ty of  navigation  in  the  Straits,  thus  promoting  the  efforts  to  protect 
the  marine  environment.  Equally,  there  has  been  cooperation 
among  the  ASEAN  member  countries  against  pollution  in  the 
South  East  Asian  waters. 

5.  It  is,  however,  still  uncertain,  whether  regional  cooperation 
in  other  fields  would  be  required  in  the  near  future,  in  view  of  the 
fact  that  most,  if  not  all  of  the  waterways  in  South  East  Asia  would 
fall  under  the  sovereignty  or  sovereign  rights  of  the  coastal  States. 
It  is  possible  that  this  situation,  for  nationalistic  and  other  political 
reasons,  may  reduce  rather  than  increase  the  possibility  for 
regional  cooperation  on  matters  that  would  fall  under  national 
Sovereign  rights  or  jurisdictions.  But  it  is  equally  possible  that, 
given  the  diversity  of  the  States  in  South  East  Asia,  either  in  size, 
level  of  economic  development  or  natural  resources,  regional  co- 
opcradon  based  on  the  principles  of  State  Sovereignty  and 
Sovereign  rights,  would  be  possible  and  perhaps  even  necessary. 
Indonesia,  for  one,  has  already  been  cooperadng  with  its  ASEAN 
partners  in  the  field  of  petroleum,  and  Singapore,  as  a  trading 
center  and  a  base  for  exploradon  and  exploitadon,  has  already 
taken  some  benefit  from  oil  exploration  and  exploitation  in  South 
East  Asian  offshore  areas.  If  cooperation  is  possible  for  oil,  other 
or  similar  cooperation,  based  on  the  principles  of  State  Sovereign- 
ty and  Sovereign  rights  mentioned  above,  could  also  be  possible  in 
the  EEZ  in  South  East  Asia  as  a  whole. 
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I.  INTRODUCTION 

For  the  purpose  of  emphasis  and  reinforcement,  it  has  to  be 
stated  that  in  the  area  of  security  disputes,  law  has  a  role  without 
doubt,  but  often  it  has  been  a  role  that  has  been  overlooked, 
transgressed  and  minimised,  especially,  where  the  parties  involved 
have  been  dictated  by  the  necessities  of  national  interest  and 
security.  Legal  considerations  often  do  not  have  much  influence  on 
the  thinking  of  bureaucrats  and  decision-makers  employed  in  the 
national  security  establishments.  Much  more  serious  and  worse  for 
the  growth  of  the  consciousness  of  legal  obligations,  is  what  can  be 
perceived  as  an  extension  of  the  Clausewitzian  thesis  among  states- 
men and  political  leaders.  It  can  be  observed  that  the  various 
national  leaderships  to  different  degrees,  of  course,  while  ap- 
preciating that  the  conduct  of  politics  is  the  extension  of  warfare 
with  an  admixture  of  other  means  also  involves  within  the  rubric  of 
this  important  appreciation  another  nuance.  This  is,  that  in  the 
Clausewitzien  thesis,  the  law  and  here  that  means  international  law 
is  an  instrument  that  is  to  be  used  for  the  furtherance  of  national 
interest. 

My  remarks  in  this  respect  are  intended  primarily  to  preempt 
getting  bogged  in  the  perennial  controversy  over  the  dictates  and 
precedence  between  law  and  polidcs.  Since  our  concern  here  is 
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with  the  peaceful  settlement  of  disputes,  it  is  noteworthy  to  men- 
tion some  functions  of  law  in  the  security  decision-making  process 
within  international  organizations. 

In  a  contribution  on  the  Control  of  International  Violence; 
and  the  Limits  and  Possibilities  of  Law  by  Richard  J.  Barnett  in  the 
series  on  The  Future  of  the  International  Legal  Order  edited  by  Cyril  E. 
Black  and  Richard  A.  Falk,  he  seeks  an  answer  to  the  question 
'How  can  a  rule  of  law  for  the  control  of  international  violence 
acquire  legitimacy?'  by  falling  back  on  the  Weberian  analysis  of 
the  legitimacy  of  the  rules  of  conduct.  Max  Weber  in  his  analysis 
construed  the  following  four  factors  as  underpinning  the  basis  of 
legitimacy. 

i.  Tradition 

ii.  Revealed  Truth 

iii.  Rule  of  Necessity 

iv.  Positive  Enactment 

We  need  not  be  detained  by  further  observations  of  the 
Weberian  analysis,  except  to  note  that  the  latter  two  factors  —  that 
is  the  rule  of  necessity  and  positive  enactment  are  some  of  the  areas 
where  the  norms  of  international  law  can  take  root.  I  would  like  at 
this  point  to  interlock  these  ideas,  in  some  coherent  shape  with  two 
broad  tendencies  that  seem  to  permeate  the  life  of  international 
society.  One  of  these,  I  would,  for  the  absence  of  a  suitable 
term,  call  gulliverisation.  I  shall  explain  this  shortly.  The  other  I 
would  term  the  routinization  of  conflict  management  or  crisis 
ordering. 

By  gulliverisation,  I  am  utilizing  the  analogy  of  the  literary 
figure  of  Gulliver,  in  referring  to  the  process  whereby  the  freedom 
of  the  excercise  of  state  sovereignty  is  being  increasingly  restrained 
by  a  whole  series  of  rules,  codes  of  conduct,  UN  resolutions  and 
other  elements  that  inhibit  free  and  unrestrained  state  action  es- 
pecially by  the  bigger  and  more  powerful  states.  A  state  today  that 
wishes  to  excercise  force  or  the  threat  of  the  use  of  force  is  more 
conscious  of  legal  obligations  that  may  restrain  the  excercise  of 
force  or  the  threat  of  the  use  of  force.  We  can  safely  say  that  the 
days  when  treaties  can  be  declared  publicly  as  scraps  of  paper  are 
quite  over. 

Secondly,  the  routinization  of  conflict  management  is  a  fairly 
observable  and  widespread  politico-legal  phenomenon.  One  need 
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not  look  far  for  the  underlying  causes.  Increasing  complexity,  the 
growth  of  international  organizations,  both  of  universal  and 
regional  dimensions,  the  emergence  or  rather  proliferation  of  state 
entities  and  the  increasing  intermeshing  of  international  economic 
relations  are  some  such  causes.  The  very  fact  that  a  modern  day 
Prince  Metternich  is  attempting  to  manage  or  rather  order  the 
crisis  of  the  world  in  his  daily  agenda,  through  a  refashioned 
'Concert  of  Europe'  is  both  indication  and  testimony  of  this  trend. 
The  occurrence  of  conflict  situations  with  greater  frequency  has 
further  made  it  imperative  that  procedures  be  devised  so  that  they 
can  be  dealt  with  in  a  routine  and  worklike  manner  that  they  do 
not  upset  the  entire  equilibrium  of  international  life.  In  short, 
crises  are  no  more  crises. 

It  is  in  this  respect  of  procedures,  that  law,  i.e.,  international 
law  can  make  a  seminal  contribution  to  the  security  decision- 
making process  within  international  organizations.  Stated  sum- 
marily, the  contribution  of  international  law  can  be  both  to 
provide  legitimacy  and  precision  of  communication  in  the 
clarification  and  codification  of  dispute  settlement  procedures. 

II.  LEGAL  PROVISIONS  OF  THE  PACIFIC  DISPUTE 
SETTLEMENT  MACHINERY  OF  THE  ORGANISATION 
OF  AMERICAN  STATES 

I  would  like  to  make  some  preambular  qualifications  regarding 
the  legal  provisions  of  the  pacific  dispute  settlement  machinery  in 
the  OAS. 

First  of  all,  as  most  of  you  will  be  aware,  the  OAS  is  a  part  of 
the  Inter-American  System.  The  Inter-American  System,  together 
with  the  OAS  is  made  up  of  the  following  broad  components. 

a.  Organisms  and  institutions  located  outside  the  ad- 
ministrative control  of  the  OAS 

b.  Compromise  accepted  by  the  OAS  or  previous  to  the  sign- 
ing of  the  Charter 

c.  Principles  of  international  conduct  that  are  considered 
basic  for  hemispheric  living  together  and  not  necessarily 
incorporated  in  treaties  and 

d.  Some  policies  that  are  produced  in  the  regional  communi- 
ty as,  e.g.  the  Alliance  for  Progress. 
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Both  the  political  and  legal  history  of  the  Inter- American 
System  has  been  long  and  has  been  precedent  to  the  United 
Nations  Organisation  and  the  League  of  Nations.  Any  treatment  in 
this  discussion  forum  of  pacific  settlement  procedures  can  only 
hope  to  skim  the  surface. 

Secondly,  there  have  been  moves  for  the  reorganisation  and 
amendment  of  the  Inter- American  System  and  the  OAS  Charter. 
For  details  on  this,  I  would  like  to  refer  you  to  the  lectures  of  Cesar 
Sepulveda  in  the  1972  series  of  the  Hague  Recueil. 

Thirdly,  my  comments  with  regard  to  the  legal  provisions  of 
the  pacific  setdement  machinery  will  be  strictly  confined  to  the 
Bogota  Pact.  I  will  not  be  dealing  with  some  of  the  other 
provisions  found  in  the  legal  documents  of  the  Inter- American 
System  such  as  the  Inter- American  Treaty  of  Reciprocal  Assistance 
of  Rio  de  Janerio,  1947;  the  Statute  of  the  Inter-American  Peace 
Committee  of  1956,  the  Convention  on  Duties  and  Rights  of  States 
in  the  Event  of  Civil  Strife  signed  in  1928  and  the  Inter-American 
Commission  on  the  Pacific  Setdement  of  Disputes. 

The  Pact  of  Bogota  of  1948  was  intended  to  replace  the  existing 
agreements  which  hitherto  had  made  up  the  Inter- American  Peace 
System,  derived  from  the  following  treaty  arrangements.  They  were 
the  Treaty  to  Avoid  or  Prevent  Conflicts  between  the  American 
States  of  3  May  1923;  General  Convention  of  Inter-American  Con- 
ciliation of  5  January  1929;  General  Treaty  of  Inter-American  Ar- 
bitration and  Addidonal  Protocol  of  Progressive  Arbitration  of  5 
January  1929;  Additional  Protocol  to  the  General  Convention  of 
Inter-American  Conciliadon  of  26  December  1933;  Convendon  to 
coordinate.  Extend  and  Assure  the  Fulfilment  of  the  Existing 
Treaties  between  the  American  States,  of  23  December  1936;  Inter- 
American  Treaty  on  Good  Offices  and  Mediadon  of  23  December 
1936;  and  the  Treaty  on  the  Prevention  of  Controversies  of  23 
December  1936. 

The  Bogota  Pact  is  based  on  Ardcle  23  of  OAS  Charter,  which 
stipulated  the  establishment  of  'adequate  procedures  for  the 
pacific  settlement  of  disputes  and  .  .  .  determine  the  appropriate 
means  for  their  application,  so  that  no  dispute  between  American 
states  shall  fail  of  definitive  setdement  within  a  reasonable  period.' 
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The  Pact  of  Bogota  provides  for  procedures  of  Good  Offices 
and  Mediation  (Chapter  2);  Investigations  and  Conciliation 
(Chapter  3 j;  Judicial  Procedure  (Chapter  4)  and  Arbitration  (Chapter 
5 ).  The  order  in  which  they  are  listed  does  not  affect  the  choice  of 
the  parties  to  have  recourse  to  whichever  procedure  they  think 
most  appropriate  in  each  case.  Negotiation  is  not  included,  since 
the  treaty  is  concerned  with  the  settlement  of  controversies  that 
cannot,  in  the  opinion  of  the  contending  parties,  be  settled 
through  normal  diplomatic  channels. 

Chapter  I  contains  a  general  obligation  to  settle  disputes 
between  the  signatories  by  pacific  means  and  to  use  regional  peace 
machinery  before  referring  them  to  the  Security  Council  of  the 
United  Nations  (Article  II).  Any  of  the  pacific  procedures  may  be 
used  according  to  the  preferences  of  the  parties  involved.  Matters 
exempted  from  the  application  of  these  procedures  are  listed  in 
Articles  V-VII:  first,  those  within  the  domestic  jurisdiction  of  one 
of  the  parties,  the  International  Court  of  Justice  deciding,  if 
necessary,  whether  a  controversy  comes  within  this  category;  se- 
condly, 'matters  already  settled  by  arrangements  between  the  par- 
ties, or  by  arbitral  award  or  by  decision  of  an  international  court, 
or  which  are  governed  by  agreements  or  treaties  in  force  on  the 
date  of  the  conclusion  of  the  present  Treaty' ;  thirdly  those  matters 
involving  diplomatic  representation. 

Under  this  last  Article  (VII),  the  signatories  'bind  themselves 
not  to  make  diplomatic  representations  in  order  to  protect  their 
nationals,  or  to  refer  a  controversy  to  a  court  of  international 
jurisdiction  for  that  purpose,  when  the  said  nationals  have  had 
available  the  means  to  place  their  case  before  competent  domestic 
courts  of  the  respective  state'.  In  view  of  the  almost  traditional 
conflict  on  numerous  occasions  between  the  interests  and  stand- 
point of  the  United  States  and  those  of  the  Latin  American  coun- 
tries on  this  subject,  it  is  not  surprising  that  the  United  States 
entered  a  reservation  against  Article  VII. 

The  procedure  of  good  offices  and  mediation  are  concerned 
with  bringing  the  parties  to  a  dispute  together  so  that  they  may 
reach  a  solution  themselves.  In  the  case  of  good  offices  the  in- 
itiative comes  from  the  third  party  or  parties,  whereas  the  mediator 
or  mediators  are  chosen  by  mutual  agreement  between  the  dis- 


98 


THE  PACIFIC  SETTLEMENT  OF  DISPUTES  IN  REGIONAL  ORGANISATIONS 

putants.  In  the  event  of  failure  to  reach  agreement  through  these 
procedures  the  latter  shall  have  recourse  without  delay  to  any  of 
the  other  procedures  of  peaceful  settlement. 

The  procedure  of  investigation  and  conciliation  involves  sub- 
mitting the  controversy  to  a  Commission  of  Investigation  and 
Conciliation  established  in  accordance  with  detailed  provisions 
contained  in  Chapter  3  of  the  treaty.  The  Commission  consisting  of 
five  members,  may  be  either  one  set  up  on  an  ad  hoc  basis  from  a 
permanent  panel  of  'American  Conciliators'  drawn  up  by  the  Pan 
American  Union  from  persons  appointed  by  each  of  the 
signatories  of  the  Bogota  Pact,  or  one  having  been  previously 
agreed  upon  on  a  bilateral  basis  by  the  parties  concerned  in  the 
dispute.  The  Council  of  the  OAS  will  invoke  the  Commission  of 
Investigation  and  Conciliation  on  the  request  of  the  party  in- 
itiating this  procedure.  The  Commission  will  report  on  the  dispute 
and  make  recommendations  to  the  parties,  but  these  will  not  be 
binding  upon  them. 

The  chapter  on  Judicial  Procedure  is  concerned  with  the  role  of 
the  International  Court  of  Justice,  to  whose  Statute  all  American 
states  are  parties.  Each  signatory  of  the  Bogota  Pact  recognizes,  in 
relation  to  any  other  American  State,  the  jurisdiction  of  the  Court 
as  compulsory  ipso  facto  in  all  disputes  of  a  juridical  nature  arising 
between  them,  in  conformity  with  Article  36  (2),  of  the  Statute.  Any 
disputant  is  entitled  to  have  recourse  to  the  International  Court  in 
the  event  of  failure  of  conciliation  or  agreement  upon  arbitral 
procedure.  In  the  event  of  the  Court  declaring  itself  to  be  without 
jurisdiction  to  hear  the  case  (for  reasons  other  than  those  listed  in 
Articles  V-VII  of  the  Pact  of  Bogota),  there  will  be  compulsory  ar- 
bitration. 

Chapter  5,  on  Arbitration,  declares  that  the  signatories  may 
submit  to  arbitradon  differences  of  any  kind  arising  between  them, 
whether  juridical  or  not.  But,  in  the  event  of  compulsory  arbitra- 
tion as  mentioned  above,  an  Arbitration  Tribunal  shall  be  set  up 
within  three  months  by  the  Council  of  the  Organization  with  the 
cooperation  of  both  parties  or,  if  necessary  —  after  a  further  fifteen 
days  —  without  the  cooperadon  of  one  of  them. 

Chapter  6,  'Fulfilment  of  Decisions'  states  that  should  one  of 
the  signatories  'fail  to  carry  out  the  obligations  imposed  upon  it  by 
a  decision  of  the  Internadonal  Court  of  Justice  or  by  an  arbitral 
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award,  the  other  party  or  parties  concerned  shall,  before  resorting 
to  the  Security  Council  of  the  United  Nations,  propose  a  Meeting 
of  Consultation  of  Ministers  of  Foreign  Affairs  to  agree  upon  ap- 
propriate measures  to  ensure  the  fulfilment  of  the  judicial 
decisions  or  arbitral  award.' 

The  disputants  may,  by  agreement,  petition  the  General 
Assembly  or  the  Security  Council,  through  the  Council  of  the  OAS, 
to  request  an  advisory  opinion  of  the  International  Court  of  Justice 
on  any  juridical  question  (Chapter  7). 

Reservations  were  made  to  the  Pact  of  Bogota  by  Argentina, 
Bolivia,  Ecuador,  the  United  States,  Paraguay,  Peru  and 
Nicaragua.  Unfortunately,  those  of  the  United  States,  in  particular, 
are  such  as  to  render  practically  inoperative  the  principles  of  com- 
pulsory arbitration  and  compulsory  jurisdiction  of  the  Inter- 
national Court  which  are  the  main  strengths  of  the  Pact. 

III.  LEGAL  PROVISIONS  OF  THE  PACIFIC  DISPUTE 
SETTLEMENT  MACHINERY  OF  THE  ORGANISATION 
OF  AFRICAN  UNITY 

The  African  Heads  of  State  and  Government  approved  and 
signed  in  Cairo  on  21  July  1964,  the  Protocol  of  the  Commission 
of  Mediation  Conciliations  and  Arbitration,  which  contains  the 
legal  provisions  of  the  pacific  dispute  settlement  machinery  of  the 
Organisation  of  African  Unity. 

The  first  part  of  the  Protocol  deals  with  the  composition  of  the 
Commission,  the  appointment  of  its  officers,  and  their  conditions 
of  service.  The  Commission  consists  of  twenty-one  members  of 
different  nationalities,  with  recognized  professional  qualifications, 
elected  by  the  Assembly  of  Heads  of  State  and  Government  from  a 
list  of  candidates  submitted  by  member  states  of  the  OAU.  The 
President  and  the  two  vice-presidents  constitute  the  Bureau  of  the 
Commission  and  are  therefore  elected  as  full  time  members,  while 
the  remaining  eighteen  members  are  merely  part  time.  The  Bureau 
is  charged  with  the  responsibility  of  consulting  with  the  parties  to  a 
dispute  as  regards  the  appropriate  mode  of  settling  their  dispute  in 
accordance  with  the  protocol.  This  flows  from  the  faculty  given  to 
the  parties  to  select  the  mode  of  settlement  they  prefer. 
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Article  12  of  the  Protocol  provides  that  the  commission  shall 
have  jurisdiction  over  disputes  between  States  only.  According  to 
T.O.  Elias,  the  idea  was  to  give  African  non-member  States  of  the 
OAU  the  possibility  of  utilizing  the  resources  of  the  Commission. 
A  dispute  may  be  referred  to  the  Commission  jointly  by  the  parties, 
by  one  of  the  parties,  by  the  Council  of  Ministers  or  by  the 
Assembly  of  Heads  of  State  and  Government.  It  is  not,  however, 
clear  whether  the  reference  of  a  dispute  by  the  latter  organs  to  the 
Commission  is  binding  on  the  parties  or  not.  In  any  case,  the 
jurisdiction  of  the  Commission  is  optional  and  the  consent  of  a 
State  to  submit  itself  to  this  jurisdiction  may  be  evidenced  by: 

a.  a  prior  written  undertaking  by  such  party  that  there  shall 
be  recourse  to  mediation,  conciliation  or  arbitration; 

b.  reference  of  a  dispute  by  such  party  to  the  commission  or, 

c.  submission  by  such  party  to  the  jurisdiction  in  respect  of  a 
dispute  referred  to  the  commission  by  another  State,  by  the 
Council  of  Ministers,  or  by  the  Assembly  of  Heads  of  State 
and  Governments. 

Once  a  dispute  has  been  referred  to  it,  the  Commission  is  at 
liberty  to  establish  its  own  rules  of  procedure,  and  if  it  deems  it 
necessary,  to  conduct  an  investigadon  or  an  enquiry  in  connection 
with  the  dispute  in  order  to  ascertain  the  facts.  In  fact,  member 
states  are  enjoined  to  give  their  fullest  cooperation  to  those  engag- 
ed in  the  enquiry. 

Article  19  indicates  three  modes  of  setdement  of  a  dispute: 
mediation,  conciliation  and  arbitradon.  This  has  been  the  basis  of 
an  interpretation  that  the  protocol  restricts  the  choice  of  member 
states  to  resort  to  any  peaceful  means.  However,  this  is  not  com- 
pletely true.  The  ardcle  sdpulates  that  "the  pardes  may  agree  to 
resort  .  .  ."  and  such  an  agreement  can  only  be  reached  through  a 
much  less  formal  procedure  such  as  negotiations  and  good  offices. 
The  importance  of  these  procedures  is  not  negated,  but  re- 
affirmed in  the  protocol. 

The  provisions  of  the  Protocol  do  not  clearly  explain  whether  a 
new  procedure  can  be  inidated  before  the  first  one  is  exhausted. 
Prof  Elias  is  of  the  view  that  the  three  modes  of  settlement  are 
alternatives,  and  not  necessarily  alternative  procedures,  and  that 
the  parties  are  free  to  use  any  or  all  three  in  respect  of  a  dispute. 
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The  first  mode  of  settlement  contemplated  in  the  Protocol  is 
mediation.  The  Protocol  follows  customary  international  practice 
concerning  the  nature  of  mediation.  When  a  dispute  is  referred  to 
the  Commission,  the  President  shall  appoint  one  or  more  members 
of  the  Commission,  with  the  approval  of  the  disputants,  to  mediate 
the  dispute.  The  mediator  shall  make  written  proposals  to  the  par- 
ties and  his  role  is  confined  to  reconciling  the  views  and  claims  of 
the  disputants.  It  is  not  however  excluded  that  he  can  exercise  his 
good  offices  to  bring  about  direct  negotiations  between  the  parties. 
If  the  means  of  reconciliation  proposed  by  the  mediator  are 
accepted,  they  shall  become  the  basis  of  a  protocol  of  arrange- 
ment between  the  parties.  Where  the  parties  refuse  the  mediator's 
proposals,  the  commission  can  ask  the  same  or  different  mediators 
to  try  again,  until  such  time  as  the  dispute  is  resolved,  or  the  parties 
agree  to  setde  it  by  other  means. 

Under  Article  22,  the  Protocol  stipulates  that  a  request  for  the 
settlement  of  a  dispute  by  conciliation  may  be  initiated  formally  by 
means  of  a  petition  addressed  to  the  President.  If  the  petition  is  ad- 
dressed by  only  one  of  the  parties  to  the  dispute  then  it  must  be  in- 
dicated in  the  petition  that  the  other  party  has  been  duly  informed 
of  the  request  for  conciliation.  The  petition  must  also  include  a 
summary  explanation  of  the  grounds  of  the  dispute. 

The  function  of  the  board  of  conciliators  is  "to  clarify  the  issue 
in  dispute  and  to  endeavour  to  bring  about  an  agreement  between 
the  parties  upon  mutually  acceptable  terms."  To  this  end  it  has  the 
power  to  undertake  any  enquiry  or  hear  any  persons  capable  of 
giving  relevant  information  concerning  the  dispute.  Its  primary 
objective  is  to  attempt  to  adjust  the  conflicting  interests  of  the  par- 
ties, jusdy  and  equitably  if  possible,  but  in  any  case  peacefully. 

The  last  mode  of  pacific  settlement  of  disputes  envisaged  in  the 
protocol  is  arbitration.  It  is  provided  under  article  27  that  if  the 
parties  to  a  dispute  agree  to  resort  to  arbitration,  an  arbitral 
tribunal  will  be  set  up.  This  tribunal  consists  of  three  members, 
two  of  whom  are  designated  by  the  parties  to  the  dispute.  It  is  re- 
quired that  the  arbitrators  must  have  legal  qualifications.  They 
should  not  also  be  nationals  of  the  parties,  nor  should  they  be 
domiciled  in  their  territories,  or  be  in  their  service. 

The  arbitrators  thus  designated  must  select  from  the  members 
of  the  Commission  a  third  person  who  acts  as  the  chairman  of  the 
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tribunal.  But  if  they  fail  to  agree  on  the  choice  of  a  chairman,  the 
bureau  of  the  Commission  will  designate  a  person  to  be  the  chair- 
man. This  prerogative  of  the  bureau  can  be  interpreted  to  mean 
that  the  parties  can  always  bar  the  proceedings  by  refusing  ap- 
proval of  the  person  designated.  The  President  of  the  Commission 
has  also  the  power  of  appointing  to  the  tribunal,  with  the  consent 
of  the  parties,  two  additional  persons,  who  should  not  necessarily 
be  members  of  the  commission,  but  will  have  the  same  powers  as 
the  other  members  of  the  tribunal. 

Where  the  parties  to  a  dispute  agree  to  submit  a  dispute  to  the 
tribunal  for  adjudication,  such  an  agreement  shall  be  regarded  as 
an  acceptance  in  good  faith  of  the  arbitral  award.  This  basic  princi- 
ple of  international  law,  which  underlies  all  agreements,  is 
emphasized  to  ensure  the  compliance  of  the  parties  to  the  award  of 
the  tribunal.  The  disputants,  when  they  decide  on  the  arbitration 
process  are  as  usual  required  to  conclude  a  compromise  which 
should  specify: 

i.  the  undertaking  of  the  parties  to  go  to  arbitration,  and  to 
accept  as  legally  binding  the  decision  of  the  tribunal; 

ii.  the  subject  matter  of  the  controversy, 

iii.  the  seat  of  the  tribunal. 

The  parties  may  also  spell  out  the  law  to  be  applied  by  the 
tribunal  as  well  as  their  desire,  if  they  so  agree,  to  have  the  case  ad- 
judicated ex  aequo  et  bono. 

In  accordance  with  article  30,  if  the  disputants  fail  to  indicate 
the  applicable  law,  the  tribunal  is  empowered  to  decide  the  dispute 
"according  to  treaties  concluded  between  the  parties,  inter- 
national law,  the  Charter  of  the  Organization  of  African  Unity,  the 
Charter  of  the  United  Nations,  and  if  the  parties  agree,  ex  aequo  et 
bono. " 

The  effects  that  the  arbitral  award  is  intended  to  produce  are  in 
fact  undermined  by  the  silence  of  the  protocol  on  a  number  of 
issues.  Outstanding  among  these  is  the  absence  of  a  provision  as  to 
the  power  of  the  tribunal  to  determine  its  own  jurisdiction.  It  is 
believed  that  this  can  always  provide  an  excuse  for  either  of  the 
parties  to  refuse  comply  with  the  decision  under  grounds  of  an  ex- 
cess of  jurisdiction. 
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The  Protocol  does  not  give  indication  as  to  whether  the  award 
is  to  be  rendered  by  a  majority  vote  of  the  arbitrators,  and  whether 
it  settles  the  dispute  definitively  and  without  appeal.  The  mode  of 
revision  of  an  award,  and  its  interpretation  are  not  also  provided 
by  the  Protocol. 

IV.  LEGAL  PROVISIONS  OF  THE  PACIFIC  DISPUTE 
SETTLEMENT  MACHINERY  OF  THE  ASSOCIATION  OF 
SOUTHEAST  ASIAN  NATIONS 

In  discussing  the  legal  provisions  of  the  pacific  dispute  settle- 
ment machinery  of  the  Association  of  Southeast  Asian  Nations  two 
features  are  immediately  striking.  Formed  in  1967,  the  Association 
of  Southeast  Asian  Nations  or  ASEAN  as  it  has  come  to  be  known 
popularly  is  the  youngest  of  the  three  regional  international 
organizations  being  analyzed.  Secondly,  unlike  the  other  two 
organizations,  the  OAS  and  the  OAU,  ASEAN  does  not  have  a 
Charter.  It  has  been  criticised  on  this  score  and  as  a  matter  of  fact 
there  have  been  moves  to  endow  the  organization  with  a  Charter. 
The  Philippines  Foreign  Secretary  Carlos  Romulo  has  observed 
that  "of  all  the  cooperative  groupings  today,  it  (ASEAN)  is  the  only 
one  that  has  no  charter."  The  Bangkok  Declaration,  which  gave 
birth  to  the  organization  in  1967,  remains  the  basic  document  of 
ASEAN.  The  Bangkok  Declaration  remains  essentially  a  joint 
declaration  that  did  not  need  any  ratification  by  the  individual 
member  nations  of  ASEAN. 

Dispute  settlement  mechanisms  in  regional  organizadons  are 
often  incorporated  in  a  broad  "spectrum  of  politico-legal  techni- 
ques, as  instanced  by  the  Pact  of  Bogota  of  1948  of  the  Organiza- 
tion of  American  States  and  the  Protocol  of  the  Commission  of 
Mediadon,  Conciliadon  and  Arbitradon  of  the  Organizadon  of 
African  Unity.  One  characterisdc  of  ASEAN  has  been  its  relatively 
slow  pace,  probably  the  result  of  a  policy  choice,  in  developing  the 
legal  machinery  to  guide  dispute  setdement  procedures.  This 
characteristic  does  not  in  any  way  reflect  on  the  capacity  of  the 
organisadon  to  fashion  the  appropriate  legal  machinery  but  rather 
emphasises  the  approach  of  ASEAN  to  seek  solution  to  disputes  or 
rather  potential  dispute  areas  through  such  procedures  of  polidcal 
informalism  as  mufakat,  i.e.  the  process  of  seeking  consensus 
through  discussion  and  compromise. 
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Dispute  settlement  procedures  within  ASEAN  have  aimed  at 
using  the  procedures  of  discussion  and  accomodation  at  high 
pohtical  levels  to  iron  out  differences  rather  than  to  seek  solutions 
through  formal  legal  procedures  and  practices. 

However,  legal  machinery  embodying  conflict  resolution 
mechanisms  has  been  set  up  through  the  Treaty  of  Amity  and  Co- 
operation signed  during  the  First  ASEAN  Summit  held  in  Bali  in 
February  1976.  The  mechanisms  for  the  pacific  settlement  of  dis- 
putes is  embodied  in  Chapter  IV  of  the  Treaty  under  Articles  13- 
17.  Article  13  contains  a  general  declaration  to  "refrain  from  the 
threat  or  use  of  force."  Under  Article  14  of  the  Treaty  the  parties  to 
the  Treaty  "shall  constitute,  as  a  continuing  body,  a  High  Council 
comprising  a  Representative  at  ministerial  level  from  each  of  the 
High  Contracting  Parties  to  take  cognizance  of  the  existence  of  dis- 
putes or  situations  likely  to  disturb  regional  peace  and  harmony." 
The  prescribed  modes  of  dispute  settlement  are  prescribed  in  Ard- 
cle  15.  They  include  good  offices,  mediation,  inquiry  or  concilia- 
tion. There  is  also  provision  within  the  same  article  for  the  High 
Council  to  constitute  itself  into  a  committee  of  mediation,  inquiry 
or  conciliation.  Reservation  to  the  application  of  dispute  settle- 
ment procedures  is  stipulated  in  Article  16,  which  states  that  "The 
foregoing  provisions  of  this  Chapter  shall  not  apply  to  a  dispute 
unless  all  the  parties  to  the  dispute  agree  to  their  application  to 
that  dispute.  The  UN  peaceful  settlement  procedures  are  referred 
to  as  being  allowable  under  the  Amity  Treaty's  provisions,  where- 
by it  is  stated  that  nothing  in  the  treaty  should  "preclude  recourse 
to  the  modes  of  peaceful  settlement  contained  in  Article  33  (1)  of 
the  Charter  of  the  United  Nadons."  At  the  same  time  Article  17 
specifies  the  priority  to  be  accorded  to  regional  dispute  settlement 
procedures  above  UN  practices  by  specifying  that,  "parties  to  a 
dispute  should  be  encouraged  to  take  initiatives  to  solve  it  by 
friendly  negotiations  before  resorting  to  the  other  procedures 
provided  for  in  the  Charter  of  the  United  Nations." 

The  dispute  settlement  machinery  created  by  the  Treaty  of 
Amity  and  Cooperation  stands  as  a  strong  manifestation  of  the 
desire  within  ASEAN  to  have  specific  legal  mechanisms  for  the 
solution  of  conflicts  amon'g  members.  It  could  also  be  seen  as  a 
desire  to  parallel  legal  procedures  that  have  been  developed  in 
other  regional  organisations,  primarily  the  OAU  and  the  OAS. 
However,  a  careful  scrutiny  of  the  provisions  relating  to  the  pacific 
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settlement  of  disputes  seems  to  bring  out  the  primacy  accorded  to 
top  level  political  negotiations  for  the  settlement  of  differences 
through  such  practices  as  mufakat.  This  is  evidenced  by  two  points. 
Firstly,  the  Treaty  places  an  imperative  through  Article  13  that  all 
disputes  between  member  states  should  at  all  times  be  settled 
through  friendly  negotiations.  Secondly,  it  clearly  stresses  that  the 
provisions  for  the  pacific  settlement  of  disputes  will  not  apply 
automatically  and  a  constraint  on  the  scope  of  the  application  of 
these  provisions  is  delineated  by  the  stipulation  in  Article  16  that 
the  provisions  of  Chapter  IV  "shall  not  apply  to  a  dispute  unless  all 
the  parties  agree  to  their  application  to  that  dispute."  Conflict 
resolution  through  the  techniques  of  discussion  and  consensus  for- 
mation as  embodied  in  the  practice  of  mufakat  is  not  unique  to 
ASEAN.  The  history  of  dispute  settlement  procedures  in  the 
Organisation  of  African  Unity  also  reflects  this  premium  on  seek- 
ing accommodation  to  differences  and  disputes  through  collective 
discussion  aimed  at  arriving  at  consensus  and  agreement. 

The  area  for  possible  conflict  situations  is  fairly  wide  in 
Southeast  Asia.  Territorial  demarcation,  irredentism,  disputes  over 
the  law  of  the  sea,  access  to  and  ownership  of  natural  resources  are 
some  such  areas  for  future  conflicts  of  interests. 

Based  on  the  experience  of  other  regional  organizations  con- 
cerning dispute  settlement  practices,  there  could  operate  within 
ASEAN  the  following  hierarchy  of  resort  to  conflict  resolution 
mechanisms.  At  the  initial  level,  there  could  be  resort  to  direct  and 
friendly  negotiations.  If  this  is  unsuccessful  then  regional  dispute 
settlement  machinery  should  be  utilised.  The  norm  of  continental 
jurisdiction  as  developed  within  the  Organisation  of  African  Unity 
would  have  its  analogy  of  regional  jurisdiction  in  the  context  of 
ASEAN  disputes.  If  the  machinery  for  the  settlement  of  regional 
disputes  is  not  efficacious,  then  there  could  be  a  final  resort  to  the 
mechanisms  and  agencies  that  have  been  established  for  the  ad- 
judication of  international  disputes. 

Up  to  now.  the  provisions  relating  to  the  pacific  settlement  of 
disputes  in  the  Treaty  of  Amity  and  Cooperation  have  not  been 
put  to  the  test.  It  still  has  to  be  proven  as  an  active  pattern  of 
procedures  available  for  regional  conflict  resolution.  There  is  one 
interesting  point  that  is  worthwhile  noting  which  has  escaped 
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general  observation  as  regards  the  contents  of  the  Treaty  of  Amity 
and  Cooperation.  While  the  signatories  of  the  Treaty  have  been 
confined  to  only  members  of  ASEAN,  the  Treaty  has  among,  its 
general  provisions  that  other  States  in  Southeast  Asia  could  be- 
come States  Parties  to  the  Treaty.  Certainly,  the  Treaty  of  Amity 
and  Cooperation  does  contain  the  potential  for  creating  a  whole 
nexus  of  regional  dispute  settlement  practices,  not  only  for  ASEAN 
but  for  the  whole  of  Southeast  Asia. 

V.  COMPARATIVE  EVALUATION  OF  REGIONAL  DISPUTE 
SETTLEMENT  PRACTICES 

A  brief  survey  of  the  practices  and  procedures  evolved  by  the 
various  regional  organizations  studies  above  regarding  the  pacific 
settlement  of  disputes  brings  out  a  number  of  interesting  com- 
parisons, reflective  of  a  trend  of  evolutionary  similarities.  Due  to 
differences  in  political  history  and  the  structure  of  organization  of 
the  various  regional  organizations,  there  is  bound  to  be  differences 
in  the  pattern  and  practice  of  dispute  settlement  mechanisms  of  the 
various  regional  organizations.  An  important  feature  that  stands 
out  in  striking  contrast  is  the  fundamental  difference  in  the  con- 
figuration of  membership  pattern  in  the  OAS  as  compared  to  the 
OAU  and  ASEAN.  Unlike  the  latter  organization,  in  the  OAS  the 
dominant  position  of  the  USA  is  extremely  evident.  This  is  directly 
attributable  to  the  role  of  the  USA  in  the  politics  of  the  Southern 
hemisphere  and  also  due  to  its  position  by  way  of  its  resources  and 
political  dominance.  As  a  matter  of  fact,  the  USA  is  the  only  global 
power  that  is  a  member  of  any  one  of  the  three  regional 
organizations  being  analysed.  The  interaction  of  the  American 
States  within  the  context  of  the  Inter-American  system  has  produc- 
ed the  most  elaborate  of  the  legal  mechanisms  for  dispute  settle- 
ment practices  and  in  fact  the  repertoire  of  legal  procedures 
evolved  within  the  framework  of  the  Inter- American  System  is  the 
most  complex  and  intricate  of  the  three  regional  groupings.  Cer- 
tainly, a  longer  polidcal  history  of  existence  of  the  OAS  is  a  con- 
tributory fact  but  it  can  also  be  speculated  that  it  has  also  been  due 
to  the  bias  for  legalism  and  formality,  often  found  as  a  cultural 
trait  within  Latin  and  Latin  influenced  culture  patterns. 

Of  the  similiarities  to  be  found  in  the  dispute  settlement  prac- 
tices, three  emerge  as  evident  and  significant  ones.  In  the  first 
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place,  there  is  to  be  found  in  the  practice  of  all  the  three  regional 
organizations  studied  that  that  priority  is  accorded  to  the  solution 
of  regional  disputes  by  regional  dispute  settlement  mechanisms 
and  there  seems  to  be  a  strong  inhibition  to  elevate  disputes  in- 
volving the  members  of  a  regional  organization  for  consideration 
by  non-regional  mechanisms  as  for  instance  resorting  to  the 
United  Nations.  This  seems  to  be  evident  to  the  same  degree  in 
the  OAS,  the  OAU  and  ASEAN.  An  explanadon  for  this  trait  is  to 
be  found  in  the  desire  of  the  members  of  the  regional  organization 
to  confine  the  scope  of  decision  making  and  rule  application 
among  the  membership  of  the  regional  organizations  as  well  as  to 
ensure  that  non-regional  actors  are  not  afforded  any  opportunity 
to  exercise  what  may  be  considered  as  undesired  mediatory  and 
conciliatory  rules. 

In  both  the  OAU  and  the  OAS,  there  is  with  regard  to 
territorial  disputes  a  strong  tendency  to  uphold  the  rule  of  uti 
posseditis.  This  may  be  due  to  the  fear,  that  if  this  rule  is  not  upheld, 
a  Pandora's  Box  of  territorial  claims  and  counter-claims  would  be 
opened  up.  Within  ASEAN,  current  developments  seem  to  indicate 
adhesion  to  this  rule.  Finally,  a  review  of  the  resort  to  dispute  set- 
tlement practices  brings  out  the  preference  in  all  the  three  regional 
organisations  to  seek,  political  solutions  first.  In  fact,  political  dis- 
putes cannot  be  solved  by  another  means.  Resort  to  legal 
mechanisms  for  dispute  settlement  is  preferred  in  those  instances 
where  the  issue  of  contention  has  been  depoliticized.  This  feature  is 
extremely  marked  in  the  OAU  and  ASEAN. 

Machinery  for  the  pacific  settlement  of  disputes  seems  to  be 
becoming  an  integral  element  in  the  structure  of  regional 
organizations.  And  in  this  respect,  the  influence  of  the  older  and 
more  tested  organizations  will  serve  to  act  as  exemplars  to  the  rest 
of  the  international  community.  Within  this,  there  is  a  valuable  op- 
portunity for  the  demonstradon  of  the  rule  of  law  as  a  guiding  ele- 
ment in  the  intercourse  between  nations  and  for  the  evolution  of 
procedures  for  peaceful  settlement  of  disputes. 
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Appendix  I 

CHARTER  OF  THE  UNITED  NATIONS 

CHAPTER  VI 
Pacific  Setdement  of  Disputes 

Article  33 

1.  The  parties  to  any  disputes,  the  continuance  of  which  is  likely  to  endanger  the 
maintenance  of  international'  peace  and  security,  shall,  first  of  all,  seek  a  solution  by 
negotiation,  enquiry,  mediation,  conciliation,  arbitration,  judicial  settlement,  resort  to 
regional  agencies  or  arrangements,  or  other  peaceful  means  of  their  own  choice. 

2.  The  Security  Council  shall,  when  it  deems  necessary,  call  upon  the  parties  to  settle  their 
dispute  by  such  means. 

Article  34 

The  Security  Council  may  investigate  any  dispute,  or  any  situation  which  might  lead  to 
international  friction  or  give  rise  to  a  dispute,  in  order  to  determine  whether  the  con- 
tinuance of  the  dispute  or  situation  is  likely  to  endanger  the  maintenance  of  international 
peace  and  security. 

Article  35 

1.  Any  Member  of  the  United  Nations  may  bring  any  dispute,  or  any  situation  of  the  nature 
referred  to  in  Article  34,  to  the  attention  of  the  Security  Council  or  of  the  General  Assembly. 

2.  A  state  which  is  not  a  Member  of  the  United  Nations  may  bring  to  the  attention  of  the 
Security  Council  or  of  the  General  Assembly  any  dispute  to  which  it  is  a  party  if  it  accepts  in 
advance,  for  the  purposes  of  the  dispute,  the  obligations  of  pacific  settlement  provided  in 
the  present  Charter. 

3.  The  proceedings  of  the  General  Assembly  in  respect  of  matters  brought  to  its  attention 
under  this  Article  will  be  subject  to  the  provisions  of  Articles  11  and  12. 

Article  36 

1.  The  Security  Council  may,  at  any  stage,  of  a  dispute  of  the  nature  referred  to  in  Article  S3 
or  of  a  situation  of  like  nature,  recommend  appropriate  procedures  or  methods  of  adjust- 
ment. 

2.  The  Security  Council  should  take  into  consideration  any  procedures  for  the  settlement  of 
the  dispute  which  have  already  been  adopted  by  the  parties. 

3.  In  making  recommentlations  under  this  Article  the  Security  Council  should  also  take 
into  consideration  that  legal  disputes  should  as  a  general  rule  be  referred  by  the  parties  to 
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the  International  Court  of  Justice  in  accordance  with  the  provisions  of  the  Statute  of  the 
Court. 

Article  37 

1.  Should  the  parties  to  a  dispute  of  the  nature  referred  to  in  Article  33  fail  to  setde  it  by  the 
means  indicated  in  that  Article,  they  shall  refer  it  to  the  Security  Council. 

2.  If  the  Security  Council  deems  that  the  continuance  of  the  dispute  is  in  fact  likely  to  en- 
danger the  maintenance  of  internadonal  peace  and  security,  it  shall  decide  whether  to  take 
action  under  Article  36  or  to  recommend  such  terms  of  setdement  as  it  may  consider  ap- 
propriate. 

Article  38 

Without  prejudice  to  the  provisions  of  Ardcles  33  to  37,  the  Security  Council  may,  if  all 
the  parties  to  any  dispute  so  request,  make  recommendations  to  the  pardes  with  a  view  to  a 
pacific  settlement  of  the  dispute. 

CHAPTER  VIII 
Regional  Arrangements 

Article  52 

\.  Nothing  in  the  present  Charter  precludes  the  existence  of  regional  arrangements  or 
agencies  for  dealing  with  such  matters  relating  to  the  maintenance  of  international  peace 
and  security  as  are  appropriate  for  regional  action,  provided  that  such  arrangements  or 
agencies  and  their  activities  are  consistent  with  the  Purposes  and  Principles  of  the  United 
Nations. 

2.  -  The  Members  of  the  United  Nadons  entering  into  such  arrangements  or  constituting 
such  agencies  shall  make  every  effort  to  achieve  pacific  settlement  of  local  disputes  through 
such  regional  arrangements  or  by  such  regional  agencies  before  referring  them  to  the 
Security  Council. 

3.  The  Security  Council  shall  encourage  the  development  of  pacific  settlement  of  local  dis- 
putes through  such  regional  arrangements  or  by  such  regional  agencies  either  on  the  in- 
itiative of  the  stales  concerned  or  by  reference  from  the  Security  Council. 

4.  This  Article  in  no  way  impairs  the  application  of  Articles  34  and  35. 

Ardcle  53 

1.  The  Security  Council  shall,  where  appropriate,  utilize  such  regional  arrangements  or 
agencies  for  enforcement  action  under  its  aiithority.  But  no  enforcement  acdon  shall  be 
taken  under  regional  arrangements  or  by  regional  agencies  without  the  authorization  of  the 
Security  Council,  with  the  exception  of  measures  against  any  enemy  state,  as  defined  in 
paragraph  2  of  this  Article,  provided  for  pursuant  to  Article  107  or  in  regional  arrange- 
ments directed  agaisnt  renewal  of  aggressive  policy  on  the  part  of  any  such  state,  until  such 
time  as  the  Organization  may,  on  request  of  the  Governments  concerned,  be  charged  with 
the  responsibility  for  preventing  further  aggression  by  such  a  state. 

2.  The  term  enemy  state  as  used  in  paragraph  1  of  this  Article  applies  to  any  state  which 
during  the  Second  World  War  has  been  an  enemy  of  any  signatory  of  the  present  Charter. 

Article  54 

The  Security  Council  shall  at  all  times  be  kept  fully  informed  of  activities  undertaken  or 
in  ( ontemplation  under  regional  arrangements  or  by  regional  agencies  for  the  maintenance 
ol  international  peace  and  security. 

Source:  Vandenbosch  and  Hogan,  Toward  World  Order  (McGraw-Hill:  New  York,  1963), 
pp.  338-343 
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Appendix  II 

CHARTERED  OF  THE  ORGANIZATION  OF  AMERICAN  STATES 
(CHARTER  OF  BOGOTA) 

CHAPTER  IV:  PACIFIC  SETTLEMENT  OF  DISPUTES 
Article  20 

All  intcTiiational  disputes  tiiat  may  arise  between  American  States  shall  be  submitted  to 
ihc  pcacclul  procedures  set  Forth  in  this  Chapter,  before  being  referred  to  the  Security 
Council  ol'  the  United  Nations. 

Article  21 

The  following  are  peaceful  procedures:  direct  negotiation,  good  offices,  mediation,  in- 
vestigation and  conciliation,  judicial  settlement,  arbitration,  and  those  which  the  parties  to 
die  dispute  may  especially  agree  upon  at  any  time. 

Article  22 

In  the  event  diat  a  dispute  arises  between  two  or  more  American  States  which,  in  the 
opinion  ol  one  of  them,  cannot  be  settled  through  the  usual  diplomatic  channels,  the  Par- 
ties shall  agree  on  .soine  other  peaceful  procedure  that  will  enable  them  to  reach  a  solution. 

Article  23 

A  special  treaty  will  establish  adequate  procedures  for  the  pacific  settlement  of  disputes 
and  will  determine  the  appropriate  means  for  their  application,  so  that  no  dispute  between 
American  States  shall  fail  of  definitive  settlement  within  a  reasonable  period. 

Source:  Thomas,  A.V.W.  8c  A.J.  Thomas,  The  Organization  of  American  Stales,  (Dallas: 
Southern  Methodist  University  Press,  1963),  p.  416 


Appendix  III 

INTER-AMERICAN  TREATY  OF  RECIPROCAL  ASSISTANCE 
(RIO  TREATY) 

In  the  name  of  their  Peoples,  the  Governments  represented  at  the  Inter- American 
Conference  for  the  Maintenance  of  Continental  Peace  and  Security,  desirous  of  con- 
solidating and  strengthening  their  relations  of  friendship  and  good  neighborliness,  and 

Considering: 

That  Resolution  VIII  of  the  Inter- American  Conference  on  Problems  of  War  and  Peace, 
which  met  in  Mexico  City,  recommended  the  conclusion  of  a  treaty  to  prevent  and  repel 
ihrcais  and  acts  of  aggression  against  any  of  the  countries  of  America; 

That  the  High  Contracting  Parties  reiterate  their  will  to  remain  united  in  an  Inter- 
American  system  consistent  with  the  purposes  and  principles  of  the  United  Nadons,  and  re- 
alllrm  the  existence  of  the  agreement  which  ihey  have  concluded  concerning  those  matters 
relating  to  the  maintenance  of  international  peace  and  security  which  are  appropriate  for 
regional  action; 

Thai  the  High  Contracting  Parties  reaffirm  their  adherence  to  the  principles  of  Intcr- 
Ainerican  solidarity  and  cooperation,  and  especially  to  those  set  forth  in  the  preamble  and 
declarations  of  the  Act  of  Chapultepec,  all  of  which  should  be  understood  to  be  accepted  as 
standards  of  their  mutual  reladons  and  as  the  juridical  basis  of  the  Inter- American  System; 
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Thai  the  American  States  propose,  in  order  to  improve  the  procedures  for  the  pacific 
settlement  of  their  controversies,  to  conclude  the  treaty  concerning  the  "Inter- American 
Peace  System"  envisaged  in  Resolutions  IX  and  XXXIX  of  the  Inter-American  Conference 
on  Problems  of  War  and  Peace; 

That  the  obligation  of  mutual  assistance  and  common  defense  of  the  American 
Republics  is  essentially  related  to  their  democratic  ideals  and  to  their  will  to  cooperate  per- 
manently in  the  fulfillment  of  the  principles  and  purposes  of  a  policy  of  peace; 

That  the  American  regional  community  affirms  as  a  manifest  truth  that  juridical 
organisation  is  a  necessary  prerequisite  of  security  and  peace,  and  that  peace  is  founded  on 
justice  and  moral  order  and,  consequently,  on  the  international  recognition  and  protection 
of  human  rights  and  freedoms,  on  the  indispensable  well-being  of  the  people,  and  on  the 
cITcctiveness  of  democracy  for  the  international  realization  of  justice  and  security. 

Have  resolved,  in  conformity  with  the  objectives  stated  above,  to  conclude  the  following 
Treaty  in  order  to  assure  peace,  through  adequate  means,  to  provide  for  effective  reciprocal 
assistance  to  meet  armed  attacks  against  any  American  State,  and  in  order  to  deal  with 
threats  of  aggression  against  any  of  them: 

Article  1 

The  High  Contracting  Parties  formally  condemn  war  an(l  undertake  in  their  inter- 
national relations  not  to  resort  to  the  threat  or  the  use  of  force  in  any  manner  inconsistent 
with  the  provisions  of  the  Charter  of  the  United  Nations  or  of  this  treaty. 

Article  2 

As  a  consequence  of  the  principle  set  forth  in  the  preceding  Article,  the  High  Contrac- 
ting Parties  undertake  to  submit  every  controversy  which  may  arise  between  them  to 
methods  of  peaceful  settlement  and  to  endeavor  to  setde  any  such  controversy  among  them- 
selves by  means  of  the  procedures  in  force  in  the  Inter-American  System  before  referring  it 
to  the  General  Assembly  or  the  Security  Council  of  the  United  Nations. 

Article  3 

1.  The  High  Contracting  Parties  agree  that  an  armed  attack  by  any  State  against  an 
American  State  shall  be  considered  as  an  attack  against  all  die  American  States  and,  conse- 
quently, each  one  of  the  said  Contracdng  Parties  undertakes  to  assist  in  meeting  the  attack 
in  the  exercise  of  the  inherent  right  of  individual  or  collective  self-defense  recognized  by  Ar- 
ticle 5 1  of  the  Charter  of  the  United  Nadons. 

2.  On  the  request  of  the  State  or  States  directly  attacked  and  until  the  decision  of  the 
Organ  of  Consultation  of  the  Inter-American  System,  each  one  of  the  Contracting  Parties 
may  determine  the  immediate  measures  which  it  may  individually  take  in  fulfillment  of  the 
obligation  contained  in  the  preceding  paragraph  and  in  accordance  with  the  principle  of 
continental  solidarity.  The  Organ  of  Consultation  shall  meet  without  delay  for  the  purpose 
of  examining  those  measures  and  agreeing  upon  the  measures  of  a  collective  character  that 
should  be  taken. 

3.  The  provisions  of  this  Article  shall  be  applied  in  case  of  any  armed  attack  which  takes 
place  within  the  region  described  in  Article  4  or  within  the  territory  of  an  American  State. 
When  the  attack  takes  place  outside  of  the  said  areas,  the  provisions  of  Article  6  shall  be 
applied. 

4.  Measures  of  self-dense  provided  for  under  this  Article  may  be  taken  undl  the  Security 
Council  of  the  United  Nations  has  taken  the  measures  necessary  to  maintain  international 
peace  and  security. 
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Article  4 

Tlu"  region  to  which  this  Treaty  refers  is  bounded  as  follows:  beginning  at  the  North 
Pole;  ihcnce  due  south  to  a  point  74  degrees  north  latitude,  10  degrees  west  longitude; 
llu'ruc  bv  a  rhumb  line  to  a  point  47  degrees  30  minutes  north  latitude,  50  degrees  west 
longitude;  thence  bv  a  rhumb  line  to  a  point  35  degrees  north  latitude,  60  degrees  west 
longitude;  thence  due  south  to  a  point  in  20  degrees  north  latitude;  thence  by  a  rhumb  line 
to  a  point  5  degrees  north  latitude,  24  degrees  west  longitude,  thence  due  south  to  the  south 
Pole;  thence  due  north  to  a  point  30  degrees  south  latitude,  90  degrees  west  longitude; 
ihence  bv  a  rhumb  line  to  a  point  on  the  Equator  at  97  degrees  west  longitude;  thence  bv  a 
ihumb  line  to  a  point  15  degrees  north  latitude,  120  degrees  west  longitude;  thence  by  a 
i  luimb  line  to  a  point  50  degrees  north  latitude,  170  degrees  east  longitude;  thence  due 
north  to  a  point  50  degrees  north  latitude,  170  degrees  east  longitude;  thence  due  north  to 
a  point  in  54  degrees  north  latitude;  thence  by  a  rhumb  line  to  a  point  65  degrees  30 
minutes  north  latitude  168  degrees  58  minutes  5  seconds  west  longitude,  thence  due  north 
to  the  North  Pole. 

Article  5 

The  High  Contracting  Parties  shall  immediately  send  to  the  Security  Council  of  the 
United  Nations,  in  conformity  with  Articles  51  and  54  of  the  Charter  of  the  United  Nations, 
complete  information  concerning  the  activities  undertaken  or  in  contemplation  in  the  exer- 
cise of  the  right  of  self-defense  or  for  the  purpose  of  maintaining  Inter-American  peace  and 
securi  tv. 

Article  6 

If  the  inviolabilitv  or  the  integrity  of  the  territory  or  the  sovereignty  or  political  in- 
dependence of  any  American  State  should  be  affected  by  an  aggression  which  is  not  an  arm- 
ed attack  or  by  an  extra-continental  or  intra-continental  conflict,  or  by  any  other  fact  or 
situation  that  might  endanger  the  peace  of  America,  the  organ  of  consultation  shall  meet 
immediately  in  order  to  agree  on  the  measures  which  must  be  taken  in  case  of  aggression  to 
assist  the  victim  of  the  aggression  or,  in  any  case,  the  measures  which  should  be  taken  for 
the  common  defense  and  for  the  maintenance  of  the  peace  and  security  of  the  Continent. 

Article  7 

In  the  case  of  a  conflict  between  two  or  more  American  States,  without  prejudice  to  the 
right  of  self-defense  in  conformity  with  Article  51  of  the  Charter  of  the  United  Nadons,  the 
High  Contracting  Parties,  meeting  in  consultation  shall  call  upon  the  contending  States  to 
suspend  hostilities  and  restore  matters  to  the  Statu  quo  ante  bellum,  and  shall  take  in  addition 
all  other  necessary  measures  to  re-establish  or  maintain  Inter-American  peace  and  security 
and  for  the  solution  of  the  conflict  by  peaceful  means.  The  rejection  of  the  pacifying  action 
will  be  considered  in  the  determination  of  the  aggressor  and  in  the  application  of  the 
measures  which  the  consultative  meeting  may  agree  upon. 

Article  8 

For  the  purposes  of  this  treaty,  the  measures  on  which  the  Organ  of  Consultation  may 
agi'cc  will  comprise  one  or  rrtore  of  die  following:  recall  of  chiefs  of  diplomatic  missions; 
breaking  of  diplomatic  relations;  breaking  of  consular  relations;  partial  or  complete  inter- 
ruption of  economic  relations  or  of  rail,  sea,  air,  postal,  telegraphic,  telephonic  or  radio- 
iclegraphic  communications;  and  use  of  armed  force. 

Article  9 

In  addition  to  other  acts  which  the  Organ  of  Consultation  may  characterize  as  aggres- 
sitjn,  the  following  shall  be  considered  as  such: 
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a.  Unprovoked  armed  attack  by  a  State  against  the  territory,  tlie  people,  or  the  land, 
sea,  or  air  forces  of  another  State; 

li.  Invasion,  by  the  armed  fprces  of  a  State,  of  the  territory  of  an  American  State, 
through  the  trespassing  of  boundaries  demarcated  in  accordance  with  a  treaty, 
judicial  decision,  or  arbitral  award,  or,  in  the  absence  of  frontiers  thus  demarcated, 
invasion  affecting  a  region  which  is  under  the  effective  jurisdiction  of  another  State. 

Article  10 

None  of  the  provisions  of  this  Treaty  shall  be  construed  as  impairing  the  rights  and 
obligations  of  the  High  Contracting  Parties  under  the  Charter  of  the  United  Nations. 

Article  II 

The  consultations  to  which  this  Treaty  refers  shall  be  carried  out  by  means  of  the 
Meetings  of  Ministers  of  Foreign  Affairs  of  the  American  Republics  which  have  ratified  the 
Treatv,  or  in  the  manner  or  by  the  organ  which  in  the  future  may  be  agreed  upon. 

Article  12 

The  Governing  Board  of  the  Pan  American  Union  may  act  provisionally  as  an  organ  of 
consultation  until  the  meeting  of  the  Organ  of  Consultation  referred  to  in  the  preceding  Ar- 
ticle takes  place. 

Article  13 

The  consultations  shall  be  initiated  at  the  request  addressed  to  the  Governing  Board  of 
the  Pan  American  Union  by  any  of  the  Signatory  States  which  has  ratified  the  Treaty. 

Article  14 

In  the  voting  referred  to  in  this  Treaty  only  the  representatives  of  the  Signatory  States 
which  have  ratified  the  Treaty  may  take  part. 

Article  15 

The  Governing  Board  of  the  Pan  American  Union  shall  act  in  all  matters  concerning  this 
Treaty  as  an  organ  of  liaison  among  the  Signatory  States  which  have  ratified  this  Treaty  and 
between  these  States  and  the  United  Nations. 

Article  16 

The  decisions  of  the  Governing  Board  of  the  Pan  American  Union  referred  to  in  Articles 
13  and.  15  above  shall  be  taken  by  an  absolute  majority  of  the  Members  entitled  to  vote. 

Article  17 

The  Organ  of  Consultation  shall  take  its  decisions  by  a  vote  of  two-thirds  of  Signators' 
States  which  have  ratified  the  Treaty. 

Article  18 

In  the  case  of  a  situation  or  dispute  between  American  States,  the  parties  directly  in- 
terested shall  be  excluded  from  the  voting  referred  to  in  the  two  preceding  Articles. 

Article  19 

To  constitute  a  quorum  in  all  the  meetings  referred  to  in  the  previous  Articles,  it  shall  be 
necessary  that  the  number  of  States  represented  shall  be  at  least  equal  to  the  number  of 
votes  necessary  for  the  taking  of  the  decision. 

Article  20 

Decisions  which  require  the  application  of  the  measures  specified  in  Ariicle  8  shall  be 
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binding  upon  all  the  Signatory  States  which  have  ratified  this  Treaty,  with  the  sole  exception 
that  no  State  shall  be  required  to  use  armed  force  without  its  consent. 

Article  21 

The  measures  agreed  upon  by  the  Organ  of  Consultation  shall  be  executed  through  the 
procedures  and  agencies  now  existing  or  those  which  may  in  the  future  be  established. 

Article  22 

This  Treaty  shall  come  into  effect  between  the  States  which  ratify  it  as  soon  as  the 
ratifications  of  two-thirds  of  the  Signatory  States  have  been  deposited. 

Article  23 

This  Treaty  is  open  for  signature  by  the  American  States  at  the  city  of  Rio  de  Janeiro, 
and  shall  be  ratified  by  the  Signatory  States  as  soon  as  possible  in  accordance  with  their 
respective  constitutional  processes.  The  ratifications  shall  be  deposited  with  the  Pan 
American  Union,  which  shall  notify  the  Signatory  States  of  each  deposit.  Such  notification 
shall  be  'considered  as  an  exchange  of  ratifications. 

Article  24 

The  present  Treaty  shall  be  registered  with  the  Secretariat  of  the  United  Nations  through 
the  Pan  American  Union,  when  two-thirds  of  the  Signatory  States  have  deposited  their 
ratifications. 

Article  25 

This  Treaty  shall  remain  in  force  indefinitely,  but  may  be  denounced  by  any  High  Con- 
tracting Party  by  a  notification  in  writing  to  the  Pan  American  Union,  which  shall  inform  all 
the  other  High  Contracting  Parties  of  each  notification  of  denunciation  received.  After  the 
expiration  of  two  years  from  the  date  of  the  receipt  by  the  Pan  American  Union  of  a 
notification  of  denunciation  by  any  High  Contracting  Party,  the  present  Treaty  shall  cease 
lo  be  in  force  with  respect  to  such  State,  but  shall  remain  in  full  force  and  effect  with  respect 
to  all  the  other  High  Contracting  Parties. 

Article  26 

The  principles  and  fundamental  provisipns  of  this  Treaty  shall  be  incorporated  in  the 
ORGANIC  Pact  of  the  Inter-American  System. 

IN  WITNESS  WHEREOF,  the  undersigned  Plenipotentiaries,  having  deposited  their 
full  powers  found  to  be  in  due  and  proper  form,  sign  this  Treaty  on  behalf  of  their  respec- 
tive Governments,  on  the  dates  appearing  opposite  their  signatures. 

DONE  in  the  city  of  Rio  de  Janeiro,  in  four  texts  respectively  in  the  English,  French, 
Portuguese  and  Spanish  languages,  on  the  second  of  September  nineteen  hundred  forty- 
seven. 

Source:  Thomas,  A.V.W.  &  A.J.  Thomas,  The  Organization  of  American  Slates.  (Dallas: 
StJiiihern  Methodist  University  Press,  1963),  p.  416 


Appendix  IV 

PROTOCOL  OF  THE  COMMISSION  OF  MEDIATION,  CONCILIATION  AND 

ARBITRATION 

PART  I 

ESTABLISHMENT  AND  ORGANIZATION 
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Article  I 

The  Commission  of  Mediation,  Conciliation  and  Arbitration  established  by  Article  XIX 
of  the  Charter  of  the  Organization  of  African  Unity  shall  be  governed  by  the  provisions  of 
the  present  Protocol. 

Article  II 

1 .  The  Commission  shall  consist  of  twenty-one  members  elected  by  the  Assembly  of  Heads 
of  State  and  Government. 

2.  No  two  members  shall  be  nationals  of  the  same  State. 

3.  The  Members  of  the  Commission  shall  be  persons  with  recognized  professional 
qualifications. 

4.  Each  Member  State  of  the  Organization  of  African  Unity  shall  be  entitled  to  nominate 
two  candidates. 

5.  The  Administrative  Secretary  General  shall  prepare  a  list  of  the  candidates  nominated 
by  Member  States  and  shall  submit  it  to  the  Assembly  of  Heads  of  State  and  Govern- 
ment. 

Article  III 

1 .  Members  of  the  Commission  shall  be  elected  for  a  term  of  five  years  and  shall  be  eligible 
for  re-election. 

2.  Members  of  the  Commission  whose  terms  of  office  have  expired  shall  remain  in  office 
until  the  election  of  a  new  Commission. 

3.  Notwithstanding  the  expiry  of  their  terms  of  office,  members  shall  complete  any 
proceedings  in  which  they  are  already  engaged. 

Article  IV 

Members  of  the  Commission  shall  not  be  removed  from  office  except  by  decision  of  the 
Assembly  of  Heads  of  State  and  Government,  by  a  two-thirds  majority  of  the  total  member- 
ship, on  the  grounds  of  inability  to  perform  the  functions  of  their  office  or  of  proved  mis- 
conduct. 

Article  V 

1.  Whenever  a  vacancy  occurs  in  the  Commission,  it  shall  be  filled  in  conformity  with  the 
provisions  of  Article  II. 

2.  A  member  of  the  Commission  elected  to  fill  a  vacancy  shall  hold  office  for  the  un- 
expired term  of  the  member  he  has  replaced. 

Article  VI 

1 .  A  President  and  two  Vice-Presidents  shall  be  elected  by  the  Assembly  of  Heads  of  State 
and  Government  from  among  the  members  of  the  Commission  who  shall  each  hold  of- 
fice for  five  years.  The  President  and  the  two  Vice-Presidents  shall  not  be  eligible  for  re- 
election as  such  officers. 

2.  The  President  and  the  two  Vice-Presidents  shall  be  full-time  members  of  the  Commis- 
sion, while  the  remaining  eighteen  shall  be  part-time  members. 

Article  VII 

The  President  and  the  two  Vice-Presidents  shall  constitute  the  Bureau  of  the  Commis- 
sion and  shall  have  the  responsibility  of  consulting  with  the  parties  as  regards  the  ap- 
propriate mode  of  settling  the  dispute  in  accordance  with  this  protocol. 

Article  VIII 

The  salaries  and  allowances  of  the  members  of  the  Bureau  and  the  remuneration  of  the 
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other  members  of  the  Commission  shall  be  determined  in  accordance  with  the  provisions  of 
the  Charter  of  the  Organization  of  African  Unity. 

Article  IX 

1.  The  Commission  shall  appoint  a  Registrar  and  may  provide  for  such  other  officers  as 
may  be  deemed  necessary. 

2.  The  terms  and  conditions  of  service  of  the  Registrar  and  other  administrative  officers  of 
the  Commission  shall  be  governed  by  the  Commission's  Staff  Regulations. 

Article  X 

The  Administrative  expenses  of  the  Commission  shall  be  borne  by  the  Organization  of 
African  Unity.  All  other  expenses  incurred  in  connection  vihh  the  proceedings  before  the 
Commission  shall  be  met  in  accordance  with  the  rules  of  procedure  of  the  Commission. 

Article  XI 

The  Seat  of  the  Commission  shall  be  at  Addis  Ababa. 

PART  II 
GENERAL  PROVISIONS 

Article  XII 

The  Commission  shall  have  jurisdiction  over  disputes  between  States  only. 

Article  XIII 

1 .  A  dispute  may  be  referred  to  the  Commission  joindy  by  the  parties  concerned,  by  a  par- 
ty to  the  dispute,  by  the  Council  of  Ministers  or  by  the  Assembly  of  Heads  of  State  and 
Government. 

2.  Where  a  dispute  has  been  referred  to  the  Commission  as  provided  in  paragraph  I,  and 
one  or  more  of  the  parties  have  refused  to  submit  to  thejurisdiction  of  the  Commission, 
the  Bureau  shall  refer  the  matter  to  the  Council  of  Ministers  for  consideration. 

Article  XIV 

The  consent  of  any  party  to  a  dispute  to  submit  to  the  jurisdiction  of  the  Commission 
may  be  evidenced  by: 

(a)  a  prior  written  undertaking  by  such  party  that  there  shall  be  recourse  to  Mediation, 
Conciliation  or  Arbitration; 

(b)  reference  of  a  dispute  by  such  party  to  the  Commission;  or 

(c)  submission  by  such  party  to  the  jurisdiction  in  respect  of  a  dispute  referred  to  the 
Commission  by  another  State,  by  the  Council  of  Ministers,  or  by  the  Assembly  of 
Heads  of  State  and  Government. 

Article  XV 

Member  States  shall  refrain  from  anv  act  or  omission  that  is  likely  to  aggravate  a  situa- 
tion which  has  been  referred  to  the  Commission. 

Article  XVI 

Subject  to  the  Provisions  of  this  protocol  and  any  special  agreement  between  the  parties, 
the  Commission  shall  be  entitled  to  adopt  such  working  methods  as  it  deems  to  be  ncce-Lsar)' 
and  expedient  and  shall  establish  appropriate  rules  of  procedure. 

Article  XVII 

The  members  of  the  Commission,  when  engaged  in  the  business  of  the  Commission. 
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shall  enjoy  diplomatic  privileges  and  immunities  as  provided  for  in  the  Convention  on 
Privileges  and  Immunities  of  the  Organization  of  African  Unity. 

Article  XVIII 

Where,  in  the  course  of  Mediation,  Conciliatiorl  or  Arbitration,  it  is  deemed  necessary 
to  conduct  an  investigation  or  inquiry  for  the  purpose  of  elucidating  facts  or  circumstances 
relating  to  a  matter  in  dispute,  the  parties  concerned  and  all  other  Member  States  shall  ex- 
tend to  those  engaged  in  any  such  proceedings  the  fullest  co-operation  in  the  conduct  of 
such  investigation  or  inquiry. 

Article  XIX 

In  case  of  a  dispute  between  Member  States,  the  parties  may  agree  to  resort  to  any  one  of 
these  modes  of  setdement:  Mediation,  Conciliation  and  Arbitration. 

PART  in 
MEDIATION 

Article  XX 

When  a  dispute  between  Member  States  is  referred  to  the  Commission  for  Mediation  the 
President  shall,  with  the  consent  of  the  parties,  appoint  one  or  more  members  of  the  Com- 
mi.ssion  to  mediate  the  dispute. 

Article  XXI 

1.  The  role  of  the  mediator  shall  be  confined  to  reconciling  the  views  and  claims  of  the 
parties. 

2.  The  mediator  shall  make  written  proposals  to  the  parties  as  expeditiously  as  possible. 

3.  If  the  means  of  reconciliation  proposed  by  the  mediator  are  accepted,  they  shall  be- 
come the  basis  of  a  protocol  of  arrangement  between  the  parties. 

PART  IV 
CONCILIATION 

Article  XXII 

1.  A  request  for  the  settlement  of  a  dispute  by  conciliation  may  be  submitted  to  the  Com- 
mission by  means  of  a  petition  addressed  to  the  President  by  one  or  more  of  the  parties 
to  the  dispute. 

2.  If  the  request  is  made  by  only  one  of  the  parties,  that  party  shall  indicate  that  prior 
written  notice  has  been  given  to  the  other  party. 

3.  The  petition  shall  include  a  summary  explanation  of  the  grounds  of  the  dispute. 

Ardcle  XXIII 

1.  Upon  receipt  of  the  petition,  the  President  shall,  in  agreement  with  the  parties,  establish 
a  Board  of  Conciliators,  of  whom  three  shall  be  appointed  by  the  President  from  among 
the  members  of  the  Commission,  and  one  each  by  the  parties. 

2.  The  Chairman  of  the  Board  shall  be  a  person  designated  by  the  President  from  among 
the  three  members  of  the  Commission. 

3.  In  nominating  persons  to  serve  as  members  of  the  Board,  the  parties  to  the  dispute  shall 
designate  persons  in  such  a  way  that  no  two  members  of  it  shall  be  nationals  of  the  same 
State. 
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Article  XXIV 

1.  It  shall  be  the  duty  of  the  Board  of  Conciliators  to  clarify  the  issues  in  dispute  and  to 
endeavour  to  bring  about  an  agreement  between  the  parties  upon  mutually  acceptable 
terms. 

2.  The  Board  shall  consider  all  questions  submitted  to  it  and  may  undertake  any  inquiry  or 
hear  any  person  capable  of  giving  relevant  information  concerning  the  dispute. 

3.  In  the  absence  of  disagreement  between  the  parties,  the  Board  shall  determine  its  own 
procedure. 

Article  XXV 

The  panics  shall  be  represented  by  agents,  whose  duty  shall  be  to  act  as  intermediaries 
between  them  and  the  Board.  They  may,  moreover,  be  assisted  by  counsel  and  experts  and 
may  request  that  all  persons  whose  evidence  appears  to  the  Board  to  be  relevant  shall  be 
heard. 

Article  XXVI 

1.  At  the  close  of  the  proceedings,  the  Board  shall  draw  up  a  report  stating  either: 

(a)  that  the  parties  have  come  to  an  agreement  and,  if  the  need  arises,  the  terms  of  the 
agreement  and  any  recommendations  for  settlement  made  by  the  Board;  or 

(b)  that  it  has  been  impossible  to  effect  a  settlement. 

2.  The  report  of  the  Board  of  Conciliators  shall  be  communicated  to  the  parties  and  to  the 
President  of  the  Commission  without  delay  and  may  be  published  only  with  the  consent 
of  the  parties. 

PART  V 
ARBITRATION 

Article  XXVII 

1.  Where  it  is  agreed  that  arbitration  should  be  resorted  to,  the  Arbitral  Tribunal  shall  be 
established  in  the  following  manner: 

(a)  each  party  shall  designate  one  arbitrator  from  among  the  members  of  the  Com- 
mission having  legal  qualifications; 

(b)  the  two  arbitrators  thus  designated  shall,  by  common  agreement,  designate  from 
among  the  members  of  the  Commission  a  third  person  who  shall  act  as  Chairman 
of  the  Tribunal; 

(c)  Where  the  two  arbitrators  fail  to  agree,  within  one  month  of  their  appointment,  on 
the  choice  of  the  person  to  be  Chairman  of  the  Tribunal,  the  Bureau  shall 
designate  the  Chairman. 

2.  The  President  may,  with  the  agreement  of  the  parties,  appoint  to  the  Arbitral  Tribunal 
two  additional  members  who  need  not  be  members  of  the  Commission  but  who  shall 
have  the  same  powers  as  the  other  members  of  the  Tribunal. 

3.  The  arbitrators  shall  not  be  nationals  of  the  parties,  or  have  their  domicile  in  the  terri- 
tories of  the  parties,  or  be  employed  in  their  service,  or  have  served  as  mediators  or  con- 
ciliators in  the  same  dispute.  They  shall  all  be  of  different  nationalities. 

Article  XXVIII 

Recourse  to  arbitration  shall  be  regarded  as  submission  in  good  faith  to  the  award  of  the 
Ai-bitral  Tribunal. 

Article  XXIX 

1.  The  parties  shall,  in  each  case,  conclude  a  compnmis  which  shall  specify: 
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(a)  the  undertaking  of  the  parties  to  go  to  arbitration,  and  to  accept  as  legally  binding 
the  decision  of  the  Tribunal, 

(b)  the  subject-matter  of  the  controversy,  and 

(c)  the  Seat  of  the  Tribunal. 

2.  The  Compromis  may  specify  the  law  to  be  applied  by  the  Tribunal  and  the  power,  if  the 
parties  so  agree,  to  adjudicate  ex  aequo  et  bono,  the  time-limit  within  which  the  award  of 
the  arbitrators  shall  be  given,  and  the  appointment  of  agents  and  counsel  to  take  part  in 
the  proceedings  before  the  Tribunal. 

Ardcle  XXX 

In  the  absence  of  any  provision  in  the  compromis  regarding  the  applicable  law,  the  Ar- 
bitral Tribunal  shall  decide  the  dispute  according  to  treaties  concluded  between  the  parties. 
International  Law,  the  Charter  of  the  Organisation  of  African  Unity,  the  Charter  of  the 
United  Nations  and,  if  the  pardes  agree,  ex  aequo  et  bono. 

Ardcle  XXXI 

1.  Hearings  shall  be  held  in  camera  unless  the  arbitrators  decide  otherwise. 

2.  The  record  of  the  proceedings  signed  by  the  arbitrators  and  the  Registrar  shall  alone  be 
authoritative. 

3.  The  arbitral  award  shall  be  in  writing  and  shall,  in  respect  of  every  point  decided,  state 
the  reasons  on  which  it  is  based. 

PART  VI 
FINAL  PROVISIONS 

Article  XXXII 

The  present  Protocol  shall,  upon  approval  by  the  Assembly  of  Heads  of  State  and 
Government,  be  an  integral  part  of  the  Charter  of  the  Organization  of  African  Unity. 

Ardcle  XXXIII 

This  Protocol  may  be  amended  or  revised  in  accordance  with  the  provisions  of  Article 
XXXIII  of  the  Charter  of  the  Organization  of  African  Unity. 

In  FAITH  WHEREOF,  WE  the  Heads  of  African  State  and  Government,  have  signed 
this  Protocol. 

Done  at  Cairo  this  2Ist  day  of  July,  1964. 

Source:  British  Yearbook  of  International  Law,  Vol  XL,  (1964). 

MP:hh 


Appendix  V 
TREATY  OF  AMITY  AND  COOPERATION 
IN  SOUTHEAST  ASIA 

Preamble 

The  High  Contracting  Pardes: 

CONSCIOUS  of  the  existing  ties  of  history,  geography  and  culture,  which  have  bound 
their  peoples  together; 

ANXIOUS  to  promote  regional  peace  and  stability  through  abiding  respect  for  justice 
and  the  rule  of  law  and  enhancing  regional  resilience  in  their  relations; 

DESIRING  to  enhance  peace,  friendship  and  mutual  cooperation  on  matters  affecting 
Southeast  Asia  consistent  with  the  spirit  and  principles  of  the  Charter  of  the  United  Nations, 


121 


THE  INDONESIAN  QUARTERLY 


the  Ten  Principles  adopted  by  the  Asian-African  Conference  in  Bandung  on  25  April  1955, 
the  Declaration  of  the  Association  of  Southeast  Asian  Nations  signed  in  Bangkok  on  8 
August  1967,  and  the  Declaration  signed  in  Kuala  Lumpur  on  27  November  1971; 

CONVINCED  that  the  settlement  of  differences  or  disputes  between  their  countries 
should  be  regulated  by  rational,  effective  and  sufficiendy  flexible  procedures,  avoiding 
negative  attitudes  which  might  endanger  or  hinder  cooperation; 

BELIEVING  in  the  need  for  cooperation  with  all  peace-loving  nadons,  both  within  and 
outside  Southeast  Asia,  in  the  furtherance  of  world  peace,  stability  and  harmony; 

SOLEMNLY  AGREE  to  enter  into  a  Treaty  of  Amity  and  Cooperation  as  follows: 

CHAPTER  1 
PURPOSE  AND  PRINCIPLES 

Ardcle  I 

The  purpose  of  this  Treaty  is  to  promote  perpetual  peace,  everlasting  amity  and  co- 
operation among  their  peoples  which  would  contribute  to  their  strength,  solidarity  and 
closer  relationship. 

Ardcle  2 

In  their  relations  with  one  another,  the  High  Contracting  Parties  shall  be  guided  by  the 
following  fundamental  principles: 

a.  Mutual  respect  for  the  independence,  sovereignty,  equality,  territorial  integrity  and 
national  identity  of  all  nations; 

b.  The  right  of  every  State  to  lead  its  national  existence  free  from  external  interference, 
subversion  or  coercion; 

c.  Non-interference  in  the  internal  affairs  of  one  another; 

d.  Settlement  of  differences  or  disputes  by  peaceful  means; 
c.   Renunciation  of  the  threat  or  use  of  force; 

f    Effective  cooperation  among  themselves. 

CHAPTER  II 
AMITY 

Ardcle  3 

In  pursuance  of  the  purpose  of  this  Treaty  the  High  Contracting  Parties  shall  endeavour 
to  develop  and  strengthen  the  traditional,  cultural  and  historical  ties  of  friendship,  good 
neighbourliness  and  cooperadon  which  bind  them  together  and  shall  fulfil  in  good  faith  the 
obligations  assumed  under  this  Treaty.  In  order  to  promote  closer  understanding  among 
them,  the  High  Contracting  Parties  shall  encourage  and  facilitate  contact  and  intercourse 
among  their  peoples. 

CHAPTER  III 
COOPERATION 

Article  4 

The  High  Contracting  Parties  shall  promote  active  cooperation  in  the  economic,  social, 
culiural,  technical,  scientific  and  administrative  fields  as  well  as  in  matters  of  common  ideals 
and  aspirations  of  international  peace  and  stability  in  the  region  and  all  other  matters  of 
common  interest. 
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Article  5 

Pursuant  to  Article  4  the  High  Contracting  Parties  shall  exert  their  maximum  efTorts 
multilaterally  as  well  as  bilaterally  on  the  basis  of  equality,  non-discrimination  and  mutual 
benefit. 

Article  6 

The  High  Contracting  Parties  shall  collaborate  for  the  acceleration  of  the  economic 
growth  in  the  region  in  order  to  strengthen  the  foundation  for  a  prosperous  and  peaceful 
community  of  nations  in  Southeast  Asia.  To  this  end,  they  shall  promote  the  greater  utiliza- 
tion of  their  agriculture  and  industries,  the  expansion  of  their  trade  and  the  improvement 
of  their  economic  infra-structure  for  the  mutual  benefit  of  their  peoples.  In  this  regard,  they 
shall  continue  to  explore  all  avenues  for  close  and  beneficial  cooperation  with  other  States 
as  well  as  international  and  regional  organisations  outside  the  region. 

Article  7 

The  High  Contracting  Parties,  in  order  to  achieve  social  justice  and  to  raise  the  stan- 
dards of  living  of  the  peoples  of  the  region,  shall  intensify  economic  cooperation.  For  this 
purpose,  they  shall  adopt  appropriate  regional  strategies  for  economic  development  and 
mutual  assistance. 

Article  8 

The  High  Contracting  Parties  shall  strive  to  achieve  the  closest  cooperation  on  the 
widest  scale  and  shall  seek,  to  provide  assistance  to  one  another  in  the  form  of  training  and 
research  facilities  in  the  social,  cultural,  technical,  scientific  and  administrative  fields. 

Article  9 

The  High  Contracting  Parties  shall  endeavour  to  foster  cooperation  in  the  furtherance 
of  the  cause  of  peace,  harmony  and  stability  in  the  region.  To  this  end,  the  High  Contrac- 
ting Parties  shall  maintain  regular  contacts  and  consultations  with  one  another  on  inter- 
national and  regional  matters  with  a  view  to  coordinating  their  views,  actions  and  policies. 

Article  10 

Each  High  Contracting  Parties  shall  not  in  any  manner  or  form  participate  in  any  activi- 
ty which  shall  constitute  a  threat  to  the  political  and  economic  stability,  sovereignty,  or 
territorial  integrity  of  another  High  Contracting  Party. 

Article  II 

The  High  Contracting  Parties  shall  endeavour  to  strengthen  their  respective  national 
resilicfuc  in  their  political,  economic,  soclo-cultural  as  well  as  security  fields  in  conformity 
with  their  respective  ideals  and  aspirations,  free  from  external  interference  as  well  as  in- 
ternal subversive  activities  in  order  to  preserve  their  respective  national  identities. 

Article  12 

The  High  Contracting  Parties  in  their  efforts  to  achieve  regional  prosperity  and  securi- 
ty, shall  endeavour  to  cooperate  in  all  fields  for  the  promotion  of  regional  resilience,  based 
on  the  principles  of  self-confidence,  self-reliance,  mutual  respect,  cooperation  and  .solidari- 
ty which  will  constitute  the  foundation  for  a  strong  and  viable  community  of  nations  in 
Southeast  Asia. 
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CHAPTER  IV 
PACIFIC  SETTLEMENT  OF  DISPUTES 

Article  13 

The  High  Contracting  Parties  shall  have  the  determination  and  good  faith  to  prevent 
disputes  from  arising.  In  case  disputes  on  matters  directly  afTecting  them  should  arise,  es- 
pecially disputes  likely  to  disturb  regional  peace  and  harmony,  they  shall  refrain  from  the 
threat  or  use  of  force  and  shall  at  all  umes  settle  such  disputes  among  themselves  through 
friendly  negotiations. 

Article  14 

To  settle  disputes  through  regional  processes,  the  High  Contracting  Parties  shall  con- 
stitute, as  a  continuing  body,  a  High  Council  comprising  a  Representative  at  ministerial 
level  from  each  of  the  High  Contracting  Parties  to  take  cognizance  of  the  existence  of  dis- 
putes or  situations  likely  to  disturb  regional  peace  and  harmony. 

Article  15 

In  the  event  no  solution  is  reached  through  direct  negotiations,  the  High  Council  shall 
take  cognizance  of  the  dispute  or  the  situation  and  shall  recommend  to  the  parties  in  dis- 
pute appropriate  means  of  settlement  such  as  good  offices,  mediation,  inquiry  or  concilia- 
tion. The  High  Council  may  however  offer  its  good  offices,  or  upon  agreement  of  the  par- 
ties in  dispute,  constitute  itself  into  a  committee  of  mediation,  inquiry  or  conciliation. 
When  deemed  necessary,  the  High  Council  shall  recommend  appropriate  measures  for  the 
prevention  of  a  deterioration  of  the  dispute  or  the  situation. 

Article  16 

The  foregoing  provisions  of  this  Chapter  shall  not  apply  to  a  dispute  unless  all  the  par- 
ties to  the  dispute  agree  to  their  application  to  that  dispute.  However,  this  shall  not 
preclude  the  other  High  Contracting  Parties  not  party  to  the  dispute  from  offering  all  possi- 
ble assistance  to  settle  the  said  dispute.  Parties  to  the  dispute  should  be  well  disposed 
towards  such  offers  of  assistance. 

Article  17 

Nothing  in  this  Treaty  shall  preclude  recourse  to  the  modes  of  peaceful  settlement  con- 
tained in  Article  33  (1)  of  the  Charter  of  the  United  Nations.  The  High  Contracting  Parties 
which  are  parties  to  a  dispute  should  be  encouraged  to  take  initiatives  to  solve  it  by  friendly 
negotiations  before  resorting  to  the  other  procedures  provided  for  in  the  Charter  of  the 
United  Nations. 

CHAPTER  V 
GENERAL  PROVISIONS 

Article  18 

This  Treaty  shall  be  signed  by  the  Republic  of  Indonesia,  Malaysia,  the  Republic  of  the 
Phili|)piiics,  the  Republic  of  Singapore  and  the  Kingdom  of  Thailand.  It  shall  be  ratified  in 
accordance  with  the  constitutional  procedures  of  each  signatory  State. 

It  shall  be  open  for  accession  by  other  States  in  Southeast  Asia. 

Article  19 

Tliis  Treaty  shall  enter  into  force  on  the  date  of  the  deposit  of  the  fifth  in.strumcnt  of 
raiillcation  with  the  Governments  of  the  signatory  States  which  are  designated  Depo- 
sitories of  this  Treaty  aiui  of  the  instruments  of  ratification  or  accession. 
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Article  20 

This  Treaty  is  drawn  up  in  the  official  languages  of  the  High  Contracting  Parties,  all  of 
which  are  equally  authoritative.  There  shall  be  an  agreed  common  translation  of  the  texts  in 
tiie  English  language.  Any  divergent  interpretation  of  (he  common  text  shall  be  settled  by 
negotiation. 

IN  FAITH  THEREOF  the  High  Contracting  Parties  have  signed  the  Treaty  and  have 
here  to  afllxed  their  Seals. 

DONE  at  Denpasar,  Bali,  this  twenty-fourth  day  of  February  in  the  year  one  thousand 
nine  hundred  and  seventy-six. 


Untuk  Republik  Indonesia 
Bagi  Pihak  Republik  Indonesia 
Para  sa  Republik  ng  Indonesya 
For  the  Republic  of  Indonesia 


Untuk  Malaysia 
Bagi  Pihak  Malaysia 
Para  sa  Malaysia 
For  Malaysia 


Soeharto, 
President 


Datuk  Hussein  Onn, 
Prime  Minister 


I'niuk  Republik  Pilipina 
Bagi  Pihak  Republik  Filipina 
Para  sa  Rcpublika  ng  Pilipinas 
For  the  Republic  of  the  Philippines 


Untuk  Republik  Sintjapura 
Bagi  Pihak  Republik  Singapura 
Para  sa  Republika  ng  Singapore 
For  the  Republic  of  Singapore 


Ferdinand  E.  Marcos 
President 


Lee  Kuan  Yew 
Prime  Minister 


Untuk  Kcrajaan  Thailand 
Bagi  Pihak  Thailand 
Para  sa  Kaharian  ng  Thailand 
For  (he  Kingdom  of  Thailand 


Kukrit  Pramoj 
Prime  Minister 


Source:  f-acts  on  ASEAN,  (Ministry  of  Foreign  Affairs:  Kuala  Lumpur,  1977) 
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OCTOBER  1978 
Internal  Affairs 

On  October  1,  in  commemoration  of  the  Sanctity  Day  of 
Pancasila,  President  Soeharto  headed  a  ceremony  at  Lubang  Bua- 
ya  and  later  that  day  opened  an  upgrading  course  for  government 
officials  at  the  Bogor  Presidential  Palace.  The  President  said  on 
that  occasion  that  upholding  the  Pancasila  is  not  only  stating 
one's  devotion  to  it  but  the  actual  practice  in  everyday  life.  He 
also  said  that  Pancasila  is  not  a  blending  of  many  contradicting 
ideologies  bound  in  one  concept,  but  it  is  an  integral  system  of 
values  and  aspirations  of  the  people. 

Following  a  limited  cabinet  session  on  food  supply  and  the  role 
of  the  KUD  (Village  Cooperative  Unit)  on  October  4,  Interim 
Minister  of  Information  Sudharmono  stated  that  there  is  a  suf- 
ficient supply  of  food  for  1978,  namely  1,6  million  tons  of  rice.  The 
President  asked  the  KUD  to  activate  and  intensify  its  competitive 
ability. 

The  33rd  anniversary  of  Indonesia's  Armed  Forces  on  October 
5  was  solemnly  celebrated.  Six  Brigades  of  ABRI  (Indonesia's  Arm- 
ed Forces)  and  non-ABRI  and  two  supportive  combatant  brigades 
were  being  displayed  on  this  occasion.  The  President  took  the  op- 
portunity to  comment  that  the  Armed  Forces  should  imbibe  the 
"meaning  of  oneness  with  the  people"  and  live  up  to  it,  for  the 
armed  forces  is  not  a  distinct  class  that  stands  above  the  people. 

At  the  meeting  of  the  Committee  for  National  Educational 
Reform  that  lasted  from  9-11  October,  four  sub -committees  were 
eventually  formed,  which  are: 

(1)  the  sub-committee  for  the  development  of  the  Nation  headed 
by  A.M.W.  Pranarka; 

(2)  the  sub-committee  of  Education  for  Cultural  Development, 
headed  by  Prof.  Sumitro  Djojohadikusumo; 

(3)  the  sub-committee  for  Formal  Education,  headed  by  Prof.  Sla- 
met  Imam  Santoso; 
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(4)  the  sub-committee  for  Non-Formal  Education,  headed  by  Ki 
Suratman. 

At  the  National  Golkar  Convention  held  in  Bali  on  20-25 
October,  General  Soeharto  (the  President  of  Indonesia)  was 
elected  Chairman  of  Golkar's  Central  Pembina  Council  and  Amir 
Moertopo  SH  became  General  Chairman  of  Golkar's  Executive 
Council. 

On  the  50th  anniversary  of  the  Youth's  Pledge  Day,  October  28 
President  Soeharto,  Vice-President  Adam  Malik,  ministers  and 
high  ranking  government  officials  from  27  provinces  were  present  at 
the  celebration.  On  this  occasion  the  President  said  that  the  an- 
nouncement of  Youth's  Day,  which  is  concurrently  the  Youth 
Pledge  Day,  is  not  an  elimination  of  the  Youth's  Pledge  Day.  He 
also  said  that  KNPI  does  not  belong  to  any  particular  group  or  the 
government  but  it  belongs  to  the  youth  of  the  whole  Nation.  For 
this  reason  the  KNPI  should  be  regarded  as  the  main  vehicle  for 
youth's  participation  in  the  field  of  development. 

Foreign  Affairs 

The  sixth  Indonesia  -  Japan  Conference  organized  by  the  CSIS 
and  the  Japan  Institute  of  International  Affairs  was  held  in  Tokyo 
on  October  3  -  October  5.  Their  theme  was  "Japanese  -  Indo- 
nesian Relations  in  the  Context  of  International  Development". 

The  Fourth  ASEAN  Conference  of  the  Committee  for  Food, 
Agriculture  and  Forestry  took  place  in  Jakarta  on  9- 1 1  October.  At 
the  meeting  it  was  agreed  upon  to  focus  on  the  study  concerning 
supply  and  demand  of  food.  The  delegates  also  agreed  upon  step- 
ping up  cooperation  in  the  field  of  technology  in  order  to  reduce 
crop  depreciation  and  to  urge  the  rapid  realization  of  food  supply 
of  the  ASEAN  member  countries. 

Foreign  Minister  Prof.  Mochtar  Kusumaatmadja  said  to  the 
press  at  Halim  Perdanakusuma  Airport  on  October  15,  that  "De- 
freezing Indonesian  -  Chinese  relations  still  awaits  the  sorting  out 
of  several  factors  within  the  country,  one  of  them  being  the  new 
laws  on  citizenship".  Apart  from  that  he  stated  that  as  long  as 
the  super  powers  and  war  threats  exist,  the  Non-Block  is  still 
needed. 

The  Eighth  World  Forestry  Conference  with  the  theme  "The 
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Forest  for  the  People"  held  in  Jakarta  between  16-28  October  was 
attended  by  approximately  2000  delegates  from  91  countries  and 
international  insdtutions.  The  26  Declaration  ardcles  of  this 
Conference  stated  among  other  things  that  the  forest  should  be 
continually  preserved  for  the  benefit  of  the  people  and  that  the 
government,  international  technicians  and  monetary  institutions 
should  place  much  importance  on  the  role  of  the  forest  as  a  source 
of  energy  supply. 

The  Vice- Premier  concurrently  acting  as  Foreign  Minister  of 
Cambodia,  leng  Sary  visited  Indonesia  on  20-24  October  to  hold 
talks  on  improving  bilateral  relations.  After  these  talks  were  held, 
Indonesia's  Foreign  Minister  Prof  Mochtar  Kusumaatmadja 
stated  that  both  countries  had  agreed  upon  resuming  diplomatic 
relations. 

Foreign  Minister  M.P.  Firyubin  of  the  Sovyet  Union  made  an 
official  visit  to  Indonesia  on  26-29  October.  His  aim  was  to 
promote  Indonesia— Sovyet  Union  relations  and  to  discuss 
situations  in  Southeast  Asia,  Indochina  and  the  development  of 
ASEAN. 

NOVEMBER  1978 
Internal  Affairs 

At  the  convendon  of  the  KNPI  (Indonesian  National  Youth 
Committee)  held  in  Jakarta  on  October  28  —  November  4,  Akbar 
Tanjung  was  elected  as  the  General  Chairman  and  Krissantono  as 
Secretary  General. 

Following  a  limited  cabinet  meedng  at  the  Bina  Graha 
presidendal  office  on  November  15,  Coordinating  Minister  for 
Economy,  Finance  and  Industry  Prof  Wijoyo  Nitisastro  an- 
nounced that  as  of  November  16,  the  government  decided  to  leave 
the  US  dollar  and  let  the  rupiah  float  with  other  strong  foreign 
currencies.  The  middle  rate  of  one  US  dollar  as  of  16  November 
will  be  Rp.  625,—.  The  minister  said  further  that  the  rupiah  was  let 
to  a  'managed  float'  with  other  strong  foreign  currencies. 

According  to  The  Central  Bureau  of  Statistics,  the  trade 
balance  of  Indonesia  during  the  first  semester  of  1978  (January — 
June)  stood  with  a  surplus  of  US$2,445  million.  The  Indonesian 
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export  (including  that  of  oil)  amounted  to  US$5,820  million  while 
the  import  was  valued  at  US$3,373  million,  which  is  less  than  that 
of  1977  which  stood  at  US$2,490  million. 

The  Presidential  Decree  No.  41  1978  on  November  24,  1978, 
decided  to  designate  the  island  of  Batam  as  a  bonded-warehouse. 
This  policy  was  made  to  facilitate  the  development  and  efficiency 
of  surveying  the  industry  on  the  island  of  Batam  following  the 
Presidential  Decree  No.  33,  1974  which  had  designated  the  in- 
dustrial area  of  Batam  as  an  area  far  bonded  warehouses. 


Foreign  Affairs 

Foreign  Minister  Prof.  Mochtar  Kusumaatmadja  visited  Viet- 
nam on  6-8  November  as  a  counter  visit  to  that  of  Nguyen  Duy 
Trinh,  to  hold  talks  on  the  renewal  of  treaties  on  trade,  telecom- 
munication and,  the  sea  border  of  Indonesia  and  Vietnam.  On 
November  9  Mochtar  Kusumaatmadja  and  Vietnamese  Foreign 
Minister  signed  a  trade  agreement  between  the  two  countries. 

On  November  13,  Foreign  Minister  Mochtar  Kusumaatmadja 
stated  that  Indonesia  will  be  more  cautious  and  will  not  hasten  to 
resume  diplomatic  relation  with  the  PRC  on  account  of  the  state- 
ment made  by  Vice-Prime  Minister  Teng  Hsiao  Ping  that  China 
would  continue  to  support  the  communist  guerillas  in  Southeast 
Asia. 

The  Chief  of  Staff  of  the  Yugoslavian  Navy  together  with  a 
delegation  visited  Indonesia  on  12-18  November  with  the  spirit  of 
strengthening  ties  between  the  Navy  of  both  countries;  they  visited 
several  naval  bases. 

A  meeting  between  the  Indonesian  Police  Force  and  that  of 
Malaysia  (Polls  DiRaja  Malaysia)  took  place  in  Jakarta  between 
15-17  November.  They  agreed  upon  a  program  of  combined 
practices,  the  exchange  of  personell  and,  cooperation  in  com- 
munication and  in  the  electronic  field. 

The  Naval  Chief  of  Staff  of  the  Philippines,  Rear  Admiral 
Ernesto  R.  Ogbinar  visited  Indonesia  between  25-28  November  at 
the  request  of  Indonesians  Naval  Chief  of  Staff,  Admiral  Waluyo 
Sugito.  It  is  hoped  that  the  cooperation  between  the  two  navies  will 
be  stepped  up. 

To  the  Press  on  15  November,  Informadon  Minister  Ali  Moer- 
topo  stated  that  Indonesia  refuses  the  entrance  of  Vietnamese 
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refugees  because  she  is  unable  to  shelter  them  and  to  provide  them 
with  all  their  needs. 

The  sixth  meeting  of  the  Committee  of  joint  border  operations 
of  Indonesia  and  Malaysia  took  place  in  Jakarta  between  13-18 
November.  It  was  decided  that  the  delegations  of  both  countries 
would  meet  the  following  year  and  that  the  remaining  1, 100  km  of 
the  border  that  had  not  yet  been  surveyed  and  demarked  would  be 
carried  out  in  1979  with  the  new  satellite  system  'Doppler'  from  the 
US. 


DECEMBER  1978 
Internal  Affairs 

From  3-5  December,  Rectors  of  State  Universities  and 
Institutions  throughout  Indonesia  held  a  meeting  to  discuss  the 
problem  of  normalization  on  campus  and,  to  evaluate  the  im- 
plementation of  it.  At  the  meeting  it  was  decided  that  the  Minister 
of  Culture  and  Education  would  finalize  all  decisions  made  at  the 
plenary  or  commission  sessions.  It  was  also  decided  when  the  im- 
plementation of  the  2nd  stage  of  Normalization  on  Campus  would 
commence. 

At  the  Congress  of  the  Union  of  Indonesian  Journalists  (PWI) 
held  in  Padang  between  4-6  December  it  was  decided  that  the 
Pembina  Council  of  the  Union  of  Indonesian  Journalists  (PWI) 
would  be  maintained.  It  was  also  decided  that  their  proposal  of 
dissolving  Publishing  Rights  be  forwarded  to  the  government,  and 
that  the  press  will  participate  in  the  development  of  P4  (The  Living 
and  Practice  of  Pancasila). 

To  the  press  on  December  6  Major  General  J.  Kanter,  Military 
Chief  Attorney  stated  that  the  joint  statement  with  the  Chief  Justice 
of  the  Supreme  Court  and  the  Minister  of  Justice  concerning  legal 
aid  and  detention,  had  been  officially  released  in  order  that  the 
people  in  the  villages  will  be  able  to  make  use  of  it  without  delay. 
The  statement  includes  among  others:  (1)  legal  aid,  during  in- 
vestigations, detention  before  the  trial,  personal/communication 
with  his  legal  advisor  and  family;  (2)  the  treatment  of  the 
detainees;  (3)  house  arrest. 
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On  4  December,  the  government  released  1,350  detainees  of 
the  abortive  G30S  Communist  Coup  (from  Buru  island).  This  was 
the  first  release  of  the  three  releases  scheduled  for  the  month  of 
December.  The  second  will  take  place  on  9  December  whereby 
1,500  detainees  will  be  released  from  Buru  island  and  on  22 
December  (the  third  release)  another  1,150. 


International  Relations 

Emil  Wojtaszek,  Polish  Foreign  Minister,  together  with  a 
delegation  called  at  Jakana  1-3  December  as  a  gesture  for  stepping 
up  relations  between  Poland  and  Indonesia.  These  two  countries 
were  of  the  opinion  that  they  needed  a  free  exchange  of  goods  and 
more  cooperation  in  the  exchange  of  knowledge  and  technology. 
They  were  both  pleased  with  die  results  of  ±e  United  Nations 
Conference  on  Disarmament  and  regarded  detente  as  vital. 

Prof  Mochtar  Kusumaatmadja,  Indonesian  Foreign  Minister 
and  Edward  E.  Masters,  United  States  Ambassador  to  Indonesia 
signed  a  treaty  on  food  aid  to  be  given  by  the  United  States  to 
Indonesia.  The  aid  totals  US$  89,3  million,  for  die  PL-480  project 
to  buy  195,000  tons  of  nee,  250,000  tons  of  wheat,  flour  and 
20,000  tons  of  bulgur. 


LATEST  PUBLICATION 

P-4  and  GBHN  contains:  the  Decree  of  the  People's  Consultative  Assembly  of  the 
Republic  of  Indonesia  Number:  II/MPR/1978  concerning  The  Guide  to  the  LivinR  and 
the  Practice  of  Pancasila  (A  Single  Vow  in  Fulfillment  of  the  Five-Fold  Aspiration),  and  the 
Decree  Number:  IV/MPR/1978  on  the  Broad  Oudines  of  die  State  Policy,  translated  into 
7o"Sl  .r  published  by  Centre  for  Strategic  and  International  Studies.  1st  Edition  (Tune 
1978),  80  pages,  USS  I.50/Rp  600,-  per  copy. 

-  The  Guide  to  the  Living  and  the  Practice  of  Pancasila  is  a  directive  and  rule  of  conduct  in  the 
^oaal  and  political  life  of  every  Indonesian  citizen,  every  state  official  and  social  instUuUon 
throughout  Indonesia 

-  The  Broad  Outlines  of  the  Slate  Policy  constitutes  a  state  policy  in  general  outlines,  which  are  in  es- 
sence  an  expression  of  the  People's  unsh  of  a  general  pattern  for  national  development,  decreed  oy 
the  People  s  Consultative  Assembly. 

^""^  '"^'"^^  P°''^S^        <20^  of  the  price)  to  the  CENTRE 

FOR  STRATEGIC  AND  INTERNATIONAL  STUDIES,  c/o  Biro'publikasi  CSIS  jLan 
Kesehatan  3  No.  13,  Jakarta  Pusat,  phone  349489 
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Abdoel  Raoef  SOEHOED,  Minister  of  Industry,  graduated  from 
the  Faculty  of  Technology,  Bandung,  as  a  civil  engineer. 

J.  PANGLAYKIM,  consultant  to  the  Indonesian  Government,  to 
private  industries,  banking  and  other  types  of  business,  member  of 
Board  of  Directors  of  CSIS,  Graduated  from  the  Faculty  of 
Economics  and  Administration,  University  of  Indonesia.  Ph.D 
degree  from  the  University  of  Indonesia,  under  supervision  of 
Prof  L.  Mears,  University  of  California. 

M.  Hadi  SOESASTRO,  Deputy  Executive  Director  of  Studies  and 
Member,  Board  of  Directors,  CSIS.  He  graduated  from  the  Faculty 
of  Aeronautical  Engineering,  West  Germany,  obtained  Ph.D 
degree  from  The  Rand  Graduate  Institute  for  Policy  Studies,  Santa 
Monica,  California. 

Hasjim  DJALAL,  Director  of  Legal  and  Treaty  Affairs,  Depart- 
ment of  Foreign  Affairs. 

B.  DARUS,  Dean,  Faculty  of  Economics,  North  Sumatra  State  Uni- 
versity, Medan  —  Indonesia. 

Murugesu  PATHMANATHAN,  Faculty  of  Economics  and  Ad- 
ministration, University  of  Malaya. 
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SUBSCRIPTION 


ANNUALLY : 

—  In  Indonesia  p.p  3.200,- 

—  For  Students 

(counter  signed  by  the  faculty)  Rp.  2.700,— 

—  Outside  Indonesia  US$  14.00 


BOUND  VOLUMES  : 

In  Indonesia  Overseas 

VOL.    1  Rp.  4.000.-  US$  15.00 

VOL.    II  Rp.  4.000,-  US$  15.00 

^OL.    Ill  Rp.  4.000,-  US$  15.00 

^OL.    IV  Rp.  2.500.-  US$  8.50 

VOL.    V  Rp.  4.000.-  US$  15.00 


For  your  subscription  d  further  information  : 

NV.  INDOPROM  COMPANY  (INDONESIA)  LTD. 

The  Indonesian  Quarterly  —  Department, 

Jalan  Gajah  Mada  18  —  Jakarta  Pusat  —  Indonesia 

Phone  340298  -  354618  -  356683  -  362187;  PO  BOX  2090  .IKT, 

Tlx  :  44579  HSAH  lA  —  Cable  Address  :  INDOPROM  JAKARTA 


